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&RQIHUHQFH RQ *OREDO &KDQJH DQG &DWDVWURSKLF 5LVN 0DQDJHPHQW
/D[HQEXUJ/ $XVWULD= ,,$6$
-XQH 90</ 4<<<1
:H ZRXOG OLNH WR WKDQN -LP $PHQW/ 6WHYH *ROGEHUJ/ ’LDQH +HUNQHVV/ ’DYLG +RPHU/ -R\
7DNDKDVKL/ DQG -RKQ 7HGHVFKL IRU KHOSIXO GLVFXVVLRQV RQ DQ HDUOLHU GUDIW RI WKLV SDSHU/ DQG
9LYHN %DQWZDO/ 3HWHU %XUQV/ 1HLO ’RKHUW\/ 5REHUW .OHLQ/ 3DXO .OHLQGRUIHU/ DQG 7RQ\
6DQWRPHUR/ RXU FROOHDJXHV RQ WKH 0DQDJLQJ &DWDVWURSKLF 5LVN SURMHFW/ IRU WKHLU FROOHJLDOLW\
DQG VXSSRUW WKURXJKRXW WKH SURMHFW1 $OO HUURUV DQG RPLVVLRQV UHPDLQ WKH UHVSRQVLELOLW\ RI WKH
DXWKRUV1 6XSSRUW IURP 16) *UDQW &&06<:047734 WR WKH :KDUWRQ 5LVN 0DQDJHPHQW DQG
’HFLVLRQ 3URFHVVHV &HQWHU DW WKH 8QLYHUVLW\ RI 3HQQV\OYDQLD/ DQG WKH ,QWHUQDWLRQDO ,QVWLWXWH
IRU $SSOLHG 6\VWHPV $QDO\VLV/ LV JUDWHIXOO\ DFNQRZOHGJHG1
-- $VVLVWDQW 3URIHVVRU RI 2SHUDWLRQV DQG ,QIRUPDWLRQ 0DQDJHPHQW/ 7KH :KDUWRQ 6FKRRO RI
WKH 8QLYHUVLW\ RI 3HQQV\OYDQLD
--- &HFLOLD <HQ .RR 3URIHVVRU RI ’HFLVLRQ 6FLHQFHV DQG 3XEOLF 3ROLF\/ ’HSDUWPHQW RI
2SHUDWLRQV DQG ,QIRUPDWLRQ 0DQDJHPHQW DQG &R0’LUHFWRU RI 5LVN 0DQDJHPHQW DQG
’HFLVLRQ 3URFHVVHV &HQWHU/ 7KH :KDUWRQ 6FKRRO RI WKH 8QLYHUVLW\ RI 3HQQV\OYDQLD3
$EVWUDFW=
7KLV SDSHU KDV WKH IROORZLQJ WZR REMHFWLYHV= WR H[DPLQH KRZ UHLQVXUDQFH FRXSOHG
ZLWK QHZ ILQDQFLDO LQVWUXPHQWV FDQ H[SDQG FRYHUDJH WR WKRVH UHVLGLQJ LQ DUHDV VXEMHFW WR
FDWDVWURSKLF ORVVHV IURP QDWXUDO GLVDVWHUV/ DQG WR VKRZ KRZ UHLQVXUDQFH DQG WKH
FDWDVWURSKH0OLQNHG ILQDQFLDO LQVWUXPHQWV FDQ EH FRPELQHG VR WKDW WKH SULFH RI SURWHFWLRQ
FDQ EH ORZHUHG IURP LWV FXUUHQW OHYHO1
7R DGGUHVV WKHVH WZR TXHVWLRQV ZH GHILQH WKH NH\ VWDNHKROGHUV DQG WKHLU FRQFHUQV
ZLWK UHVSHFW WR FDWDVWURSKLF ULVNV1 :H WKHQ FRQVWUXFW D VLPSOH H[DPSOH WR LOOXVWUDWH WKH
UHODWLYH DGYDQWDJHV DQG GLVDGYDQWDJHV RI FDWDVWURSKH ERQGV DQG UHLQVXUDQFH LQ VXSSRUWLQJ
D VWUXFWXUH RI SD\PHQWV FRQWLQJHQW RQ FHUWDLQ HYHQWV RFFXUULQJ +H1J1 D VHYHUH IORRG LQ
3RODQG RU D PDMRU KXUULFDQH LQ )ORULGD,1 2Q WKH EDVLV RI WKLV FRPSDULVRQ ZH VXJJHVW ZD\V
WR FRPELQH WKHVH WZR LQVWUXPHQWV WR H[SDQG FRYHUDJH WR WKRVH DW ULVN DQG UHGXFH WKH FRVW
RI SURWHFWLRQ1 :H VXJJHVW VL[ SULQFLSOHV IRU GHVLJQLQJ FDWDVWURSKLF ULVN WUDQVIHU V\VWHPV/
DQG GHVFULEH KRZ WKH\ PD\ EH SXW LQWR SUDFWLFH1 7KH SDSHU FRQFOXGHV E\ UDLVLQJ D VHW RI
TXHVWLRQV IRU IXWXUH UHVHDUFK17KH XQH[SHFWHGO\ ODUJH LQVXUHG ORVVHV IURP +XUULFDQH $QGUHZ LQ WKH 0LDPL/
) O R U L G DD U H DL Q4<<5 +’4818 ELOOLRQ, DQG WKH 1RUWKULGJH HDUWKTXDNH LQ &DOLIRUQLD LQ 4<<7
+’4618 ELOOLRQ, KDV IRUFHG WKH LQVXUDQFH LQGXVWU\ WR UHHYDOXDWH ZKHWKHU LW FDQ SURYLGH
FRYHUDJH WR DOO SURSHUW\ LQ KD]DUG0SURQH DUHDV DJDLQVW FDWDVWURSKLF ORVVHV LQ WKH IXWXUH1
1HZ LQVWLWXWLRQV KDYH EHHQ FUHDWHG VXFK DV ZLQGVWRUP SRROV LQ )ORULGD DQG WKH &DOLIRUQLD
(DUWKTXDNH $XWKRULW\ +&($, WR VXSSOHPHQW RU UHSODFH WUDGLWLRQDO UHLQVXUDQFH1 $W WKH
VDPH WLPH WKH FDSLWDO PDUNHWV KDYH GHYHORSHG QHZ ILQDQFLDO LQVWUXPHQWV VXFK DV $FW0RI
*RG ERQGV WR SURYLGH SURWHFWLRQ DJDLQVW WKHVH ODUJH ORVVHV IURP QDWXUDO GLVDVWHUV1
4 7R
GDWH/ WKHVH QHZ LQVWUXPHQWV KDYH RQO\ PDGH D VPDOO GHQW LQ WKH PDUNHW IRU SURWHFWLRQ
DJDLQVW WKH ILQDQFLDO FRQVHTXHQFHV RI FDWDVWURSKLF HYHQWV/ DOWKRXJK WKHUH LV WKH
H[SHFWDWLRQ E\ PDQ\ WKDW WKH\ ZLOO SOD\ D ODUJHU UROH LQ WKH IXWXUH1
2XU DSSURDFK LV WR H[DPLQH ZKHWKHU WKH SULYDWH PDUNHW FDQ RIIHU ZD\V WR SURYLGH
ILQDQFLDO EDFNLQJ WR GHDO ZLWK WKHVH ULVNV1 0RUH VSHFLILFDOO\/ WKH SULYDWH PDUNHW FDQ
SURYLGH KHGJHV DJDLQVW FDWDVWURSKLF ULVNV WKURXJK FDWDVWURSKH0OLQNHG VHFXULWLHV/
WUDGLWLRQDO H[FHVV0RI0ORVV UHLQVXUDQFH DQG FHUWDLQ FXVWRPL]HG UHLQVXUDQFH FRYHUDJH
VFKHPHV1 7KLV SDSHU KDV WKH IROORZLQJ WZR REMHFWLYHV=
+4, WR H[DPLQH KRZ UHLQVXUDQFH FRXSOHG ZLWK QHZ ILQDQFLDO LQVWUXPHQWV FDQ H[SDQG
FRYHUDJH WR WKRVH UHVLGLQJ LQ DUHDV VXEMHFW WR FDWDVWURSKLF ORVVHV IURP QDWXUDO
GLVDVWHUV/ DQG
+5, WR VKRZ KRZ UHLQVXUDQFH DQG WKH QHZ ILQDQFLDO LQVWUXPHQWV FDQ EH FRPELQHG VR
WKDW WKH SULFH RI SURWHFWLRQ FDQ EH ORZHUHG IURP LWV FXUUHQW OHYHO1
5
7R DGGUHVV WKHVH WZR TXHVWLRQV ZH EHJLQ RXU DQDO\VLV E\ GHILQLQJ WKH NH\
VWDNHKROGHUV DQG WKHLU FRQFHUQV ZLWK UHVSHFW WR FDWDVWURSKLF ULVNV1 :H WKHQ FRQVWUXFW D
4 )RU PRUH GHWDLOV RQ WKHVH QHZ GHYHORSPHQWV VHH .XQUHXWKHU DQG 5RWK/ 6U1 +4<<;,1
5 2XU IRFXV LQ WKLV SDSHU LV QRW RQ GHWHUPLQLQJ WKH RSWLPDO SULFH IRU D FDWDVWURSKH ERQG/ RU HYDOXDWLQJ WKH
UHODWLYH DWWUDFWLYHQHVV WR EX\HUV RI VXFK D VHFXULW\ FRPSDUHG WR DQ\ RWKHU JLYHQ ILQDQFLDO LQVWUXPHQW1
,VVXHV RI %KRZ PXFK SUHPLXP PXVW LQYHVWRUV LQ VXFK ERQGV UHFHLYH/ WR FRPSHQVDWH WKHP QRW RQO\ IRU WKH
H[SHFWHG ORVVHV ZKHQ FDWDVWURSKHV RFFXU/ EXW DOVR IRU WKH YDULDWLRQ LQ WKH UHWXUQ WKH\ UHFHLYH RQ WKHLU
VHFXULWLHV"% DQG %ZKDW SHUFHQWDJH RI DQ LQYHVWRU*V SRUWIROLR VKRXOG EH LQYHVWHG LQ VXFK LQVWUXPHQWV"% ZLOO EH
VXERUGLQDWHG WR DVNLQJ %:KDW DGYDQWDJHV DQG GLVDGYDQWDJHV PLJKW VXFK VHFXULWLHV KDYH IRU WKH LQVXUHUV
ZKR ZRXOG EH LVVXLQJ WKHP DV DOWHUQDWLYHV WR WUDGLWLRQDO RU FXVWRPL]HG UHLQVXUDQFH FRQWUDFWV"%5
VLPSOH H[DPSOH WR LOOXVWUDWH WKH UHODWLYH DGYDQWDJHV DQG GLVDGYDQWDJHV RI FDWDVWURSKH0
OLQNHG VHFXULWLHV DQG UHLQVXUDQFH LQ VXSSRUWLQJ D VWUXFWXUH RI SD\PHQWV FRQWLQJHQW RQ
FHUWDLQ HYHQWV RFFXUULQJ +H1J1 D VHYHUH IORRG LQ 3RODQG RU D PDMRU KXUULFDQH LQ )ORULGD,1
2Q WKH EDVLV RI WKLV FRPSDULVRQ ZH VXJJHVW ZD\V WR FRPELQH WKHVH WZR LQVWUXPHQWV WR
H[SDQG FRYHUDJH WR WKRVH DW ULVN DQG UHGXFH WKH FRVW RI SURWHFWLRQ1 :H VXJJHVW VL[
SULQFLSOHV IRU GHVLJQLQJ FDWDVWURSKLF ULVN WUDQVIHU V\VWHPV/ DQG GHVFULEH KRZ WKH\ PD\ EH
SXW LQWR SUDFWLFH1 7KH SDSHU FRQFOXGHV E\ UDLVLQJ D VHW RI TXHVWLRQV IRU IXWXUH UHVHDUFK1
,1 .H\ 6WDNHKROGHUV DQG 7KHLU &RQFHUQV
$OWKRXJK HDFK FRXQWU\ IDFHV D GLIIHUHQW VHW RI KD]DUGV DQG KDV D GLIIHUHQW VHW RI
LQVWLWXWLRQDO DUUDQJHPHQWV/ WKH FRPPRQ WKUHDG LV KRZ WR RIIHU JUHDWHU SURWHFWLRQ WR
SRWHQWLDO YLFWLPV1 7KHUH DUH D VHW RI NH\ VWDNHKROGHUV/ HDFK RI ZKRP KDV WKHLU RZQ VHW RI
REMHFWLYHV DQG FRQFHUQV/ WKDW QHHG WR EH FRQVLGHUHG ZKHQ GHVLJQLQJ D VHW RI ILQDQFLDO
DUUDQJHPHQWV WR SURYLGH WKHP ZLWK SURWHFWLRQ DIWHU D PDMRU GLVDVWHU RFFXUV1
+RPHRZQHU DQG %XVLQHVVHV DW 5LVN DUH FRQFHUQHG ZLWK KDYLQJ LQVXUDQFH WR
FRYHU WKHLU ORVVHV EHFDXVH WKH\ DUH ULVN0DYHUVH1 ,Q SDUWLFXODU/ WKH\ DUH ZLOOLQJ WR SD\ D
UHODWLYHO\ VPDOO SULFH WRGD\ WR SURWHFW WKHPVHOYHV DJDLQVW D ODUJH GHFUHDVH LQ ZHDOWK
WRPRUURZ IURP D QDWXUDO GLVDVWHU1 7KH XOWLPDWH ULVN WKH\ IDFH LV LQVROYHQF\ RU EDQNUXSWF\
+RU D GUDPDWLF IRUFHG UHGXFWLRQ LQ FRQVXPSWLRQ, DQG WKH\ DUH DQ[LRXV WR DYRLG WKLV VWDWH
RI WKH ZRUOG1
,QVXUHUV RIIHU SURWHFWLRQ DJDLQVW WKHVH ULVNV E\ WDNLQJ DGYDQWDJH RI WKH ODZ RI
ODUJH QXPEHUV1 ,Q RWKHU ZRUGV/ LI WKH\ KDYH D ODUJH HQRXJK +DQG VXIILFLHQWO\ GLYHUVLILHG,
SRUWIROLR WKH\ VKRXOG EH DEOH WR FROOHFW VXIILFLHQW SUHPLXPV WR FRYHU WKHLU ORVVHV HYHQ LI
ZRUVH0WKDQ0DYHUDJH SHULRGV RFFXU1 (YHQ LI WKH LQVXUHU LV/ RQ DYHUDJH/ SURILWDEOH/ $Q
XQXVXDOO\ VHYHUH FDWDVWURSKH FDQ PDNH HYHQ D ZHOO0FDSLWDOL]HG LQVXUHU LQVROYHQW HYHQ LI
WKH LQVXUHU LV/ RQ DYHUDJH/ SURILWDEOH1
6 $ QDWXUDO GLVDVWHU/ VXFK DV DQ HDUWKTXDNH/ UDLVHV
SUREOHPV IRU WKHP EHFDXVH RI WKH KLJK FRUUHODWLRQ DPRQJ WKH ORVVHV LQ WKHLU SRUWIROLR1
7KLV GHSHQGHQFH DPRQJ ULVNV PD\ UHTXLUH WKHP WR UDLVH SUHPLXPV DQG2RU UHGXFH WKH6
H[WHQW RI WKHLU FRYHUDJH LQ KD]DUG0SURQH DUHDV WR NHHS WKHLU FKDQFHV RI LQVROYHQF\ WR DQ
DFFHSWDEOH OHYHO1
5HLQVXUHUV SURYLGH SURWHFWLRQ WR SULYDWH LQVXUHUV LQ WKH VDPH ZD\ WKDW LQVXUHUV
FRYHU WKH SROLF\KROGHU RU SURSHUW\ RZQHU † WKDW LV/ WKH\ SURYLGH FRYHUDJH DJDLQVW
XQIRUHVHHQ RU H[WUDRUGLQDU\ ORVVHV1 ,Q D UHLQVXUDQFH FRQWUDFW/ RQH LQVXUDQFH FRPSDQ\
+WKH UHLQVXUHU/ RU DVVXPLQJ LQVXUHU, FKDUJHV D SUHPLXP WR LQGHPQLI\ DQRWKHU LQVXUDQFH
FRPSDQ\ +WKH FHGLQJ LQVXUHU, DJDLQVW DOO RU SDUW RI WKH ORVV LW PD\ VXVWDLQ XQGHU LWV SROLF\
RU SROLFLHV RI LQVXUDQFH1 )RU DOO EXW WKH ODUJHVW LQVXUDQFH FRPSDQLHV/ UHLQVXUDQFH LV
DOPRVW D SUHUHTXLVLWH IRU RIIHULQJ LQVXUDQFH DJDLQVW KD]DUGV ZKHUH WKHUH LV WKH SRWHQWLDO
IRU FDWDVWURSKLF GDPDJH1 5HLQVXUHUV KDYH VLPLODU FRQFHUQV WR WKRVH RI WKH LQVXUHUV DQG
KHQFH ZLOO OLPLW WKHLU H[SRVXUH LQ FDWDVWURSKH0SURQH DUHDV1 7KH\ ZLOO IROORZ WKH VDPH
RSWLRQV OLVWHG DERYH IRU LQVXUHUV WR NHHS WKH FKDQFHV RI LQVROYHQF\ WR DQ DFFHSWDEOH OHYHO1
,QYHVWRUV LQ &DWDVWURSKH %RQGV ZLOO ZDQW WR REWDLQ D ODUJH HQRXJK UHWXUQ RQ WKHLU
LQYHVWPHQW/ LQ WKH IRUP RI KLJKHU WKDQ QRUPDO LQWHUHVW UDWHV ZKHQ QR GLVDVWHU RFFXUV/ WR
MXVWLI\ WKH ULVNV RI ORVLQJ WKHLU SULQFLSDO DQG2RU UHFHLYLQJ D ORZHU LQWHUHVW UDWH DIWHU D
GLVDVWHU1
*RYHUQPHQW LV WKH UHLQVXUHU RI ODVW UHVRUW DQG KDV WKH DELOLW\ WR WD[ GLIIHUHQW
VWDNHKROGHUV WR UDLVH PRQH\ IRU SURYLGLQJ ILQDQFLDO SD\PHQWV ZKHQ WKHUH LV D FDWDVWURSKLF
ORVV1 $ VRYHUHLJQ JRYHUQPHQW ZKLFK IDFHV D KDUG GHEW FRQVWUDLQW/ KRZHYHU/ PD\ ILQG
ERUURZLQJ DGGLWLRQDO IXQGV GLIILFXOW RU LPSRVVLEOH LI D FDWDVWURSKH ZHUH WR VWULNH1
,,1 $Q ,OOXVWUDWLYH ([DPSOH
7R EHWWHU XQGHUVWDQG KRZ WKHVH GLIIHUHQW VWDNHKROGHUV LQWHUDFW ZH FRQVWUXFW D
VLPSOH H[DPSOH FRQVLVWLQJ RI WZR SURSHUW\ RZQHUV/ HDFK RI ZKRP LV VXEMHFW WR WKH
SUREDELOLW\ +S, RI D ORVV +/, IURP D QDWXUDO GLVDVWHU/ VXFK DV D IORRG1 7KHUH DUH WKXV IRXU
VWDWHV RI WKH ZRUOG GHSHQGLQJ RQ ZKHWKHU RU QRW HDFK LQGLYLGXDO VXIIHUV D ORVV=
6 7KDW LV/ HYHQ LI WKHLU UHYHQXHV DQG LQYHVWPHQW JDLQV H[FHHG WKHLU DGPLQLVWUDWLYH FRVWV SOXV H[SHFWHG FODLPV
+LQFOXGLQJ WKH FRVWV RI IXOO\ IXQGLQJ FDWDVWURSKLF ORVVHV LI WKHVH ORVVHV ZHUH WR RFFXU LQ WKHLU H[SHFWHG
SURSRUWLRQV RYHU D ORQJ SHULRG RI WLPH,17
+3/3, > +3//, > +//3 ,>DQG +///,1 7KH VSHFLILF DVVXPSWLRQV DQG DQDO\VHV DUH GHWDLOHG LQ
WKH $SSHQGL[1 +HUH ZH SUHVHQW WKH TXDOLWDWLYH UHVXOWV> WKH\ KROG PRUH JHQHUDOO\ IRU WKH
UHDOLVWLF FDVH ZKHUH WKHUH DUH PDQ\ SURSHUWLHV DW ULVN1
,QGHSHQGHQW DQG &RUUHODWHG 5LVNV
(YHQ LQ WKH VLPSOH FDVH ZKHUH WKH ULVNV DUH LQGHSHQGHQW/ WKHUH LV RQH VWDWH RI WKH
ZRUOG ZKHUH ERWK LQGLYLGXDOV VXIIHU D ORVV= VWDWH +///,/ ZKLFK RFFXUV ZLWK SUREDELOLW\ S
51
7KLV VWDWH UHVXOWV LQ D QHW ORVV IRU WKH LQVXUHU XQOHVV LW FKDUJHV D SUHPLXP PXFK JUHDWHU
WKDQ WKH DFWXDULDO UDWH +6HH 7DEOH 4 LQ WKH $SSHQGL[,1 ,I WKH WZR KRPHRZQHU ULVNV ZHUH
SHUIHFWO\ FRUUHODWHG +DV ZRXOG EH WKH FDVH LI ERWK SURSHUWLHV ZHUH HTXDOO\ DIIHFWHG E\ D
KXUULFDQH RU HDUWKTXDNH,/ WKHQ WKHUH DUH RQO\ WZR VWDWHV RI WKH ZRUOG= +3/3, DQG +///, DQG
WKHUH LV D PXFK KLJKHU SUREDELOLW\ +S/ UDWKHU WKDQ S
5, WKDW WKH LQVXUHU ZLOO VXIIHU D QHW ORVV
+6HH 7DEOH 5 LQ WKH $SSHQGL[,1 ,Q UHDOLW\/ WKH GDPDJHV WR SURSHUW\ IURP FDWDVWURSKLF
HYHQWV DUH SDUWLDOO\ FRUUHODWHG/ VR WKDW WKH GLVWULEXWLRQ RI ORVVHV/ LQVXUHU SURILWV/ DQG WKH
SUREDELOLW\ RI QHJDWLYH HDUQLQJV IDOO VRPHZKHUH EHWZHHQ WKH WZR H[WUHPHV1
7ZR JHQHUDOL]DWLRQV IROORZ IURP WKH DERYH DQDO\VLV1 )RU LQGHSHQGHQW ULVNV/ WKH
SUREDELOLW\ RI D ODUJH QHW ORVV +DV D SHUFHQWDJH RI WRWDO SUHPLXPV FROOHFWHG, LQ DQ\ JLYHQ
VFHQDULR IDOOV DV WKH QXPEHU RI LQVXUHG LQFUHDVHV/ GXH WR WKH ODZ RI ODUJH QXPEHUV1 $V WKH
ULVNV EHFRPH PRUH FRUUHODWHG/ WKH FKDQFHV RI D ODUJH QHJDWLYH QHW SURILW LQ DQ\ JLYHQ
VFHQDULR LQFUHDVHV IRU DQ\ JLYHQ LQVXUHG SRUWIROLR1
,I WKH LQVXUHU FDQQRW UHO\ RQ RWKHU VRXUFHV RI IXQGV +H1J1 UHLQVXUDQFH/ FDW ERQGV/ RU
JRYHUQPHQW EDLORXW, IRU SURWHFWLRQ DJDLQVW WKH FDWDVWURSKLF ORVV/ WKHQ LW KDV WZR ZD\V RI
SURWHFWLQJ LWVHOI=+ 4 ,LW FDQ KDYH VXUSOXV FDSLWDO DYDLODEOH WR SD\ IRU WKHVH ORVVHV VKRXOG
WKH\ RFFXU/ RU +5, LW FDQ UDLVH SUHPLXPV WR WKH SRLQW ZKHUH LQVROYHQF\ LV LPSRVVLEOH HYHQ
LQ WKH ZRUVW FDVH1
,QVROYHQF\ ULVN RFFXUV ZKHQ DQ LQVXUHU ZLWK D OLPLWHG FDSLWDO EDVH FRYHUV D ERRN
RI EXVLQHVV WKDW LQFOXGHV WKH SRVVLELOLW\ RI ORVVHV H[FHHGLQJ WKH LQVXUHU*V DELOLW\ WR SD\1
7KH LQVXUHU LV PRVW OLNHO\ WR GHFODUH LQVROYHQF\ LQ DQ +///, VWDWH DQG WKXV SD\ RII RQO\ D
SRUWLRQ RI LWV FODLPV/ SUHFLVHO\ ZKHQ WKH SURSHUW\ RZQHUV DUH PRVW LQ QHHG RI FDSLWDO18
0RUH VSHFLILFDOO\/ WKH ULVN0DYHUVH KRPHRZQHUV ZLOO EH GHQLHG WKH EHQHILFLDO RSWLRQ RI
RIIORDGLQJ WKHLU ULVNV DQG VWDELOL]LQJ WKHLU RZQ ZHDOWK OHYHOV1
,I D FDWDVWURSKH ZLOO FUHDWH LQVXUHU LQVROYHQF\/ DQG SROLF\KROGHUV ZLOO QRW EH IXOO\
SDLG/ WKH H[SHFWHG YDOXH RI WKH LQVXUDQFH SROLF\ GHFUHDVHV DQG KHQFH WKH SROLF\KROGHUV¶
ZLOOLQJQHVV WR SD\ IRU FRYHUDJH1 ,I WKH LQVXUHU FKDUJHV ORZHU SUHPLXPV WR JHQHUDWH
GHPDQG/ WKHQ LWV FKDQFH RI LQVROYHQF\ LQFUHDVHV HYHQ IXUWKHU/ WKXV UHGXFLQJ LQVXUDQFH
GHPDQG HYHQ IXUWKHU1 7KLV GRZQZDUG VSLUDOLQJ RI SUHPLXPV DQG XSZDUG VSLUDOLQJ RI
LQVROYHQF\ ULVN PD\ HYHQWXDOO\ SURGXFH D VLWXDWLRQ ZKHUH WKH LQVXUHU ZRXOG SUHIHU QRW WR
RIIHU WKLV W\SH RI FRYHUDJH DW DOO EHFDXVH LW FDQQRW FRYHU LWV PDUNHWLQJ DQG DGPLQLVWUDWLYH
FRVWV1 7KH PDUNHW ZLOO WKXV IDLO WR FOHDU/ DV DQ LQGLUHFW FRQVHTXHQFH RI WKH LQVROYHQF\
ULVN/ OHDYLQJ FRQVXPHUV XQLQVXUHG DJDLQVW PRGHUDWH0OHYHO ULVNV DV ZHOO DV FDWDVWURSKHV1
5ROH RI 5HLQVXUDQFH/ )LQDQFLDO ,QVWUXPHQWV DQG WKH *RYHUQPHQW
6XSSRVH WKH LQVXUHU ZRXOG OLNH WR SURWHFW LWVHOI DJDLQVW ORVVHV WKDW H[FHHG LWV
SUHPLXPV E\ WXUQLQJ WR UHLQVXUDQFH RU FDWDVWURSKH0OLQNHG ERQGV/ DQG WKDW LW LV ZLOOLQJ WR
SD\ DW OHDVW D VPDOO SUHPLXP RYHU DFWXDULDO FRVW WR GR VR1 :KDW DUH WKH UHODWLYH PHULWV
DQG FKDOOHQJHV LQ HDFK RI WKHVH IRUPV RI SURWHFWLRQ DJDLQVW D FDWDVWURSKLF ORVV +L1H1/ WKH
HYHQW +///, IRU WKLV H[DPSOH,"
([FHVV RI /RVV 5HLQVXUDQFH
8QWLO UHFHQWO\ D VWDQGDUG UHLQVXUDQFH FRQWUDFW ZDV DQ H[FHVV0RI0ORVV SROLF\
ZKHUHE\ WKH UHLQVXUHU ZRXOG SD\ D FODLP WR WKH LQVXUHU LI WKH LQVXUHU¶V WRWDO ORVV ZHUH WR
H[FHHG VRPH IL[HG DPRXQW +H1J1/ ’4 ELOOLRQ, FDOOHG DQ DWWDFKPHQW SRLQW1 7KH UHLQVXUHU
ZRXOG UHLPEXUVH WKH LQVXUHU XS WR 433( RI LWV ORVV LQ H[FHVV RI WKH DWWDFKPHQW SRLQW1
%\ SXUFKDVLQJ WKLV W\SH RI SURWHFWLRQ/ WKH LQVXUHU¶V GLVWULEXWLRQ RI SURILWV LV
VPRRWKHU WKDQ EHIRUH/ EHFDXVH LW KDV UHFHLYHG DQ H[WUD OD\HU RI FRYHUDJH IURP WKH
UHLQVXUHU DW WKH WLPH RI D FDWDVWURSKLF ORVV1 ,Q RWKHU ZRUGV/ E\ SD\LQJ SUHPLXPV WR WKH
UHLQVXUHU ZKHQ LW VXIIHUV QR ORVVHV RU VPDOO ORVVHV/ WKH LQVXUHU DYRLGV D ODUJH ORVV LQ VWDWH
+///,1 2Q WKH RWKHU KDQG/ WKLV W\SH RI UHLQVXUDQFH UHTXLUHV D FRQVWDQW SUHPLXP SD\PHQW/
LQGHSHQGHQW RI WKH W\SHV RI QRUPDO +QRQ0FDWDVWURSKLF, ORVVHV WKDW DUH LQFXUUHG19
,I WKH UHLQVXUHU SURYLGHV D ODUJH DPRXQW RI FRYHUDJH WR LQVXUHUV/ LW IDFHV WKH
SRVVLELOLW\ RI D QHW ORVV ZKHQ WKH VWDWH RI WKH ZRUOG LV +///, – SHUKDSV VR ODUJH WKDW LW PXVW
EH FRQFHUQHG ZLWK LQVROYHQF\ MXVW DV WKH LQVXUHU ZDV +VHH 7DEOH 6D RI WKH $SSHQGL[,1
7
7KLV FUHGLW ULVN ZLOO LPSDFW WKH LQVXUHU¶V GHPDQG IRU UHLQVXUDQFH FRYHUDJH LQ D VLPLODU
ZD\ WR WKH SROLF\KROGHUV¶ UHGXFHG GHPDQG IRU SULPDU\ LQVXUDQFH DERYH1 /HW T UHSUHVHQW
WKH SUREDELOLW\ WKDW WKH UHLQVXUHU EHFRPHV LQVROYHQW1 7KH KLJKHU WKH YDOXH RI T/ WKH OHVV
LQWHUHVWHG WKH LQVXUHU ZLOO EH LQ DQ H[FHVV0RI0ORVV FRQWUDFW/ DQG KHQFH WKH ORZHU WKH
SUHPLXP LW ZLOO EH ZLOOLQJ WR SD\ IRU WKLV FRYHUDJH1 7KLV PD\ OHDG WR D EUHDNGRZQ LQ WKH
LQVXUDQFH0UHLQVXUDQFH UHODWLRQVKLS 00 D VLPLODU SUREOHP WR WKH IDLOXUH RI WKH SULPDU\
LQVXUDQFH PDUNHW1 7R UHGXFH FUHGLW ULVN LV WKXV D NH\ REMHFWLYH LQ GHYHORSLQJ PRUH
HIIHFWLYH SROLFLHV IRU WUDQVIHUULQJ FDWDVWURSKLF ULVN1
$IWHU D FDWDVWURSKH/ LW LV GHVLUDEOH IRU SROLF\KROGHUV WKDW FODLPV EH SDLG DV TXLFNO\
DV SRVVLEOH1 7UDGLWLRQDO UHLQVXUDQFH UHTXLUHV D FODLPV VHWWOHPHQW DQG DXGLW SURFHVV WR
RFFXU EHIRUH SD\PHQWV DUH IRUWKFRPLQJ1 7KLV ZRXOG PHDQ D WLPH GHOD\ RI ZHHNV RU
PRQWKV EHIRUH WKH FDVK IORZV IURP WKHVH FODLPV EHFRPH DYDLODEOH WR SROLF\KROGHUV1 ,I LW
ZHUH WR SD\ PDMRU FODLPV LQ DGYDQFH RI UHLPEXUVHPHQW/ DQ LQVXUHU ZRXOG OLNHO\ EHFRPH
WHFKQLFDOO\ LQVROYHQW1 7KH VKRUW0WHUP FRVW RI FDSLWDO/ ERWK WR WKH LQVXUHU DQG WR WKH
SROLF\KROGHUV/ PD\ EH YHU\ KLJK LPPHGLDWHO\ IROORZLQJ D FDWDVWURSKH1
8 &RPSDUHG WR WKH
EHQHILWV IURP LPPHGLDWH SD\PHQW/ WKH HFRQRPLF FRVW WR SROLF\KROGHUV RI KDYLQJ WKH
SD\PHQWV GHOD\HG E\ WKUHH PRQWKV PD\ EH HTXLYDOHQW WR WKH HFRQRPLF FRVWV RI GHOD\LQJ
SD\PHQWV IRU \HDUV LQ QRUPDO FLUFXPVWDQFHV1
7KH UHLQVXUHU/ RQ WKH RWKHU KDQG/ PD\ KDYH VRPH FRQFHUQ WKDW WKH LQVXUHU ZLOO
FUHDWH JUHDWHU ULVNV WKDQ LW RWKHUZLVH ZRXOG/ QRZ WKDW WKH LQVXUHU NQRZV LW LV SURWHFWHG
DJDLQVW ODUJH ORVVHV1 7KLV PRUDO KD]DUG SUREOHP KDV EHHQ DQDO\]HG LQ VRPH GHWDLO E\
%RKQ DQG +DOO +4<<9, DQG ’RKHUW\ +4<<:,1 7KHUH DUH WZR SULQFLSDO ZD\V WKDW WKH LQVXUHU
7 (YHQ ZLWK UHLQVXUDQFH/ WKH LQVXUHU ZLOO VWLOO IDFH WKH SRVVLELOLW\ RI D ORVV LQ VWDWH +///, D VV K R Z QL Q7 D E O H
6 E LQ WKH $SSHQGL[1
8 &RQVLGHU WKH ZLGHO\ DQWLFLSDWHG VKRUWDJH RI OLTXLGLW\ VXUURXQGLQJ -DQXDU\ 4/ 53331 *OREDO VKRUW0WHUP
UDWHV/ DV PHDVXUHG E\ WKH WKUHH0PRQWK HXURGROODU LQWHUHVW UDWH IXWXUHV FRQWUDFW/ KDYH EHHQ DQWLFLSDWHG WR EH
GLVWXUEHG E\ DV PXFK DV 316( 00 DOPRVW D 43( SURSRUWLRQDO FKDQJH LQ WKH FRVW RI FDSLWDO +&RPPHU]EDQN/
4<<<,1 *LYHQ WKDW WKLV %FDWDVWURSKH% LV ZLGHO\ DQWLFLSDWHG DQG LWV WLPLQJ SHUIHFWO\ IRUHVHHQ/ ZH FDQ IRUHFDVW
WKDW WKH GLVWXUEDQFH LQ VKRUW0WHUP FRVWV RI FDSLWDO ZRXOG EH HYHQ JUHDWHU LI LW UHVXOWHG IURP DQ XQIRUHVHHQ
FDWDVWURSKLF ORVV1:
FRXOG EHKDYH WR LQFUHDVH WKH UHLQVXUHU¶V ULVN1 :LWK UHLQVXUDQFH SURWHFWLRQ WKH LQVXUHU
FRXOG ZULWH PRUH SROLFLHV LQ WKH KD]DUG0SURQH DUHD/ VLQFH LW ZLOO FROOHFW SUHPLXPV ZKHQ
WKHUH DUH QR ORVVHV DQG RQO\ EH UHVSRQVLEOH IRU D SRUWLRQ RI WKH ORVVHV VKRXOG D GLVDVWHU
RFFXU1 7KH LQVXUHU FRXOG DOVR VKLUN LQ LWV FODLPV DGMXVWPHQW DQG SD\PHQW SURFHVV E\
EHLQJ PRUH OHQLHQW WKDQ LW RWKHUZLVH ZRXOG EH DQG GHYRWLQJ OHVV WLPH WR DQDO\]H WKH
ORVVHV/ NQRZLQJ LW ZLOO RQO\ EH SDUWLDOO\ UHVSRQVLEOH IRU FRYHULQJ WKHP1
6WDWH0FRQWLQJHQW 5HLQVXUDQFH
$ PRUH IOH[LEOH IRUP RI UHLQVXUDQFH LV RQH LQ ZKLFK WKH SD\PHQW WR WKH LQVXUHU LV
D IXQFWLRQ RI WKH GLIIHUHQW VWDWHV RI WKH ZRUOG1 ,Q RWKHU ZRUGV/ UDWKHU WKDQ SURYLGLQJ D
IL[HG H[FHVV0RI0ORVV FRQWUDFW ZLWK VWDEOH SUHPLXPV/ WKH UHLQVXUHU FRXOG PDNH LWV SD\PHQWV
FRQWLQJHQW RQ WKH VHYHULW\ RI WKH FDWDVWURSKLF HYHQW LWVHOI/ UDWKHU WKDQ RQ WKH PRQHWDU\
ORVV WKDW WKH LQVXUHU VXIIHUHG1 &RQIOLFWLQJ HVWLPDWHV RI WKH VHYHULW\ RI WKH GLVDVWHU LWVHOI E\
WKH LQVXUHU DQG UHLQVXUHU FDQ EH WXUQHG RYHU WR D GLVLQWHUHVWHG WKLUG SDUW\ IRU DUELWUDWLRQ1
7KH DGYDQWDJH RI XVLQJ WKH FDWDVWURSKLF HYHQW LWVHOI/ UDWKHU WKDQ WKH LQVXUHU¶V ORVVHV IURP
LW/ WR GHWHUPLQH SD\PHQWV E\ WKH UHLQVXUHU LV WKDW LW HOLPLQDWHV VKLUNLQJ DQG RWKHU IRUPV RI
PRUDO KD]DUG1
7KLV H[WUD GHJUHH RI IUHHGRP RYHU DQ H[FHVV0RI0ORVV FRQWUDFW HQDEOHV WKH UHLQVXUHU
WR SURYLGH D VWUHDP RI SD\PHQWV WKDW FDQ PHHW WKH LQVXUHU¶V QHHGV PRUH SUHFLVHO\/ ZKLOH
UHFHLYLQJ D ODUJH HQRXJK UHWXUQ/ LQ WKH IRUP RI UHLQVXUDQFH SUHPLXPV/ WR ILQG WKH FRQWUDFW
DWWUDFWLYH1 ,Q RUGHU WR FRPSDUH WKH SHUIRUPDQFH RI WKLV W\SH RI VWDWH0FRQWLQJHQW
UHLQVXUDQFH SROLF\ ZLWK D VWDQGDUG H[FHVV0RI0ORVV FRQWUDFW/ ZH FRQVLGHU D SD\PHQW
VWUXFWXUH LQ RXU H[DPSOH LQ WKH $SSHQGL[ ZKLFK VDWLVILHV WKH IROORZLQJ WKUHH FRQGLWLRQV=
&RQGLWLRQ 4= ,Q VWDWHV RI WKH ZRUOG ZKHUH QHW LQVXUHU SURILWV ZRXOG RWKHUZLVH EH
QHJDWLYH/ WKH UHLQVXUDQFH SURYLGHV VXIILFLHQW SD\PHQWV WR WKH LQVXUHU VR WKDW QHW LQVXUHU
SURILWV DUH ]HUR1
&RQGLWLRQ 5= ,Q WKH VWDWH RI WKH ZRUOG ZKHUH QHW LQVXUHU SURILWV DUH KLJKHVW/ WKH
UHLQVXUDQFH FRQWUDFW UHTXLUHV SD\PHQW IURP WKH LQVXUHU1
&RQGLWLRQ 6= 7KH UHLQVXUHU LV SURYLGHG ZLWK D SRVLWLYH H[SHFWHG QHW UHWXUQ H[DFWO\
HTXDO WR WKH H[SHFWHG QHW SURILW REWDLQHG E\ DQ H[FHVV0RI0ORVV UHLQVXUDQFH FRQWUDFW1;
7KLV W\SH RI UHLQVXUDQFH FRQWUDFW VWLOO KDV VLPLODU SUREOHPV WR WKH VWDQGDUG H[FHVV0
RI0ORVV FRQWUDFW LQ WKDW WKHUH LV D FUHGLW ULVN DVVRFLDWHG ZLWK LQVROYHQF\ RI WKH UHLQVXUHU/
WLPH GHOD\ RI SD\PHQWV E\ WKH UHLQVXUHU/ DQG PRUDO KD]DUG FRVWV DVVRFLDWHG ZLWK WKH
EHKDYLRU RI WKH LQVXUHU1 7KH UHODWLYH PDJQLWXGH RI HDFK RI WKHVH W\SHV RI ULVNV GHSHQGV
RQ WKH QDWXUH RI WKH FRQWUDFW1+ 6HH 7DEOHV 7DD Q G7 E LQ WKH $SSHQGL[1,
&DWDVWURSKH %RQGV IRU ,QVXUHUV
5DWKHU WKDQ WXUQLQJ WR WKH UHLQVXUDQFH PDUNHW IRU SURWHFWLRQ DJDLQVW FDWDVWURSKLF
ORVVHV/ WKH LQVXUHU PD\ ZDQW WR XWLOL]H FDWDVWURSKH0OLQNHG ERQGV +KHQFHIRUWK UHIHUUHG WR DV
FDW ERQGV, IRU SURWHFWLRQ1 $ FDW ERQG UHTXLUHV WKH LQYHVWRU WR SXW PRQH\ XS IURQW/ ZKLFK
FRXOG EH XVHG WR SD\ IRU FODLPV LI VRPH W\SH RI WULJJHULQJ HYHQW ZHUH WR RFFXU1 7KLV HYHQW
FRXOG EH D VSHFLILF ORVV UHSRUWHG E\ WKH LQVXUHU +H1J1’ 4ELOOLRQ,/ LQ ZKLFK FDVH D FDW ERQG
ZRXOG EH YHU\ VLPLODU WR D UHLQVXUDQFH FRQWUDFW/ KDYLQJ WLPH GHOD\ ULVNV WR WKH LQVXUHU DQG
PRUDO KD]DUG ULVNV WR WKH LQYHVWRUV1 ,Q UHWXUQ IRU WKLV FRPPLWPHQW RI IXQGV/ WKH LQYHVWRU
UHFHLYHV D KLJKHU0WKDQ0QRUPDO LQWHUHVW UDWH LQ WLPH SHULRGV GXULQJ ZKLFK QR GLVDVWHU
RFFXUV1 7KH LPSDFW RI WZR W\SHV RI FDW ERQGV RQ LQVXUHU¶V DQG LQYHVWRU¶V SURILWDELOLW\ LQ
GLIIHUHQW VWDWHV RI WKH ZRUOG DUH SUHVHQWHG LQ WKH $SSHQGL[ +6HH 7DEOHV 80;,1
7KHUH LV RQH PDMRU GLIIHUHQFH EHWZHHQ WKH WZR LQVWUXPHQWV= WKH LQVXUHU GRHV QRW
IDFH DQ\ FUHGLW ULVN IURP WKH FDW ERQG EHFDXVH WKH PRQH\ WR SD\ IRU WKH ORVVHV LV DOUHDG\
LQ KDQG +XVXDOO\ GHSRVLWHG LQ HVFURZ/ DQG LQYHVWHG LQ VKRUW0WHUP OLTXLG VHFXULWLHV,1 7KH
ILUVW FDW ERQG LVVXHG E\ 86$$ LQ -XQH 4<<: WR SURWHFW LWVHOI DJDLQVW FDW ORVVHV IURP
KXUULFDQHV LQ )ORULGD LV DQ LQWHUHVWLQJ H[DPSOH RI WKLV W\SH RI LQVWUXPHQW1 ,Q WKLV FDVH/
WKHUH ZHUH WZR WUDQFKHV/ JHDUHG WRZDUGV GLIIHUHQW W\SHV RI LQYHVWRUV1 7UDQFKH RQH SDLG
RQO\ D PRGHVW LQWHUHVW0UDWH SUHPLXP DERYH /,%25 EXW LQYHVWRUV ZRXOG ORVH RQO\ WKHLU
LQWHUHVW SD\PHQWV LI 86$$ VXIIHUHG KXUULFDQH ORVVHV GXULQJ D 48 PRQWK SHULRG ZKLFK
H[FHHGHG ’4 ELOOLRQ1 7UDQFKH 5 RIIHUHG D KLJKHU SUHPLXP RYHU /,%25 EXW WKH LQYHVWRUV*
HQWLUH SULQFLSDO ZDV DW ULVN LQ FDVH RI VHYHUH KXUULFDQH ORVVHV E\ 86$$1
9
0RVW RI WKH FDW ERQGV ZKLFK KDYH EHHQ LVVXHG VLQFH WKH 86$$ RIIHULQJ DUH WLHG WR
D ORVV LQGH[ +H1J1/ WRWDO LQVXUHG ORVVHV IURP DQ HDUWKTXDNH LQ &DOLIRUQLD, RU WR D GLVDVWHU
9 )RU PRUH GHWDLO DERXW 86$$*V ILQDQFLQJ GHFLVLRQ/ VHH )URRW DQG 6HDVKROHV +4<<:,1 %DQWZDO DQG
.XQUHXWKHU +4<<<, GLVFXVV SULFLQJ VWUXFWXUH RI UHFHQW FDW ERQGV1<
VHYHULW\ LQGH[ +H1J1/ SD\LQJ DPRXQWV IRU HDUWKTXDNH GDPDJHV EDVHG RQ WKH 5LFKWHU0VFDOH
PHDVXUHPHQWV DW VSHFLILF ORFDWLRQV LQ -DSDQ, UDWKHU WKDQ WR WKH LQVXUHU¶V ORVVHV1
: ,I WKH
LQGH[ LV LQGHSHQGHQW RI DFWXDO ORVVHV +DV LQ WKH FDVH RI D GLVDVWHU VHYHULW\ LQGH[,/ WKH
LQVXUHU FDQQRW PDQLSXODWH WKH FODLPV1 7KLV HOLPLQDWHV WKH PRUDO KD]DUG LVVXH DQG WKH
UHTXLUHPHQW IRU DQ DXGLW DQG DGMXVWPHQW SURFHVV1 +HQFH FODLPV WR LQVXUHUV FDQ EH PDGH
LPPHGLDWHO\ DIWHU WKH GLVDVWHU UDWKHU WKDQ EHLQJ VXEMHFW WR D WLPH GHOD\ DV LQ WKH FDVH RI
UHLQVXUDQFH1
2Q WKH RWKHU KDQG/ VXFK D FDW ERQG PD\ FUHDWH EDVLV ULVN1 % D V L VU L V NU H I H U VW RD Q
LPSHUIHFW FRUUHODWLRQ EHWZHHQ WKH DFWXDO ORVVHV FDXVHG WR WKH LQVXUHU DQG WKH SD\PHQWV
UHFHLYHG IURP WKH FDW ERQG1 7UDGLWLRQDO H[FHVV0RI0ORVV UHLQVXUDQFH KDV ]HUR EDVLV ULVN
EHFDXVH WKHUH LV D GLUHFW UHODWLRQVKLS EHWZHHQ WKH ORVV DQG WKH SD\PHQW GHOLYHUHG E\ WKH
UHLQVXUDQFH LQVWUXPHQW1 $ FDW ERQG EDVHG RQ VRPH YHULILDEOH/ QRQ0PDQLSXODEOH LQGH[
+H1J1/ DJJUHJDWH LQVXUDQFH LQGXVWU\ ORVVHV/ WKH 5LFKWHU RU 6DIILU06LPSVRQ VFDOHV/ WRWDO
UDLQIDOO LQ 5DQJRRQ GXULQJ $XJXVW, LV VXEMHFW WR EDVLV ULVN1 ,Q RWKHU ZRUGV/ WKH LQVXUHU*V
ERRN RI EXVLQHVV PD\ QRW EH DFFXUDWHO\ UHSUHVHQWHG E\ WKH LQGH[/ DQG WKHUHIRUH WKH
LQVXUHU¶V ORVVHV ZLOO QRW EH SHUIHFWO\ FRUUHODWHG ZLWK WKH DFWXDO SD\PHQWV IURP WKH FDW
ERQG WULJJHUHG E\ WKH LQGH[1
;
,Q FKRRVLQJ ZKHWKHU FDW ERQGV RU UHLQVXUDQFH SURYLGHV WKH EHWWHU KHGJH DJDLQVW
FDWDVWURSKH RQH QHHGV WR PDNH WKH IROORZLQJ FRPSDULVRQV=
x WKH H[WHQW RI WKH FDW ERQG¶V EDVLV ULVN LQ UHODWLRQ WR WKH UHLQVXUHU¶V FUHGLW ULVN>
x WKH PRUH LPPHGLDWH SD\RIIV IURP FDW ERQGV FRPSDUHG WR WKH GHOD\HG WLPLQJ RI
SD\PHQWV IURP UHLQVXUDQFH>
x WKH FRVWV RI LPSOHPHQWLQJ HDFK ILQDQFLDO SURWHFWLYH PHDVXUH>
x WKH FRVWV RI HDFK LQVWUXPHQW +L1H1/ WKH SUHPLXP IRU UHLQVXUDQFH DQG KLJKHU
LQWHUHVW UDWHV IRU FDW ERQGV, UHTXLUHG WR SURYLGH SURWHFWLRQ DQG GHDO ZLWK
SRVVLEOH PRUDO KD]DUG SUREOHPV IURP WKH LQVXUHU1
: )RU PRUH GHWDLOV RQ WKH VWUXFWXUH RI UHFHQW ERQGV VHH ,QVXUDQFH 6HUYLFHV 2IILFH +4<<<,1
; 6HH 0DMRU +4<<9, IRU D PRUH GHWDLOHG GHVFULSWLRQ RI EDVLV ULVN/ DQG WKH HIIHFW RI EDVLV ULVN RQ LQVXUHUV*
DELOLW\ WR DGGUHVV FDWDVWURSKLF ORVVHV143
&DWDVWURSKH %RQGV IRU 5HLQVXUHUV
5HLQVXUHUV FDQ DOVR WXUQ WR FDW ERQGV DV D ZD\ RI FRSLQJ ZLWK LWV ORVVHV LQ VWDWH
+///, DQG UHGXFLQJ LWV FUHGLW ULVN1 $V LQ WKH FDVH RI LQVXUHUV/ WKLV DGGHG SURWHFWLRQ VKRXOG
VPRRWK WKH UHWXUQV WR WKH UHLQVXUHU1 5HLQVXUHUV ZLOO KDYH LQFHQWLYHV WR LQYHVW LQ
GLIIHUHQWO\0VWUXFWXUHG FDW ERQGV WKDQ WKRVH GHVLUHG E\ LQVXUHUV1 5HLQVXUHUV DUH FRQFHUQHG
RQO\ ZLWK ORVVHV ZKHQ D FDWDVWURSKLF GLVDVWHU RFFXUV/ ZKHUHDV LQVXUHUV PD\ GHVLUH
SURWHFWLRQ HYHQ LQ QRQ0FDWDVWURSKH VWDWHV RI WKH ZRUOG1 ,I WKH SD\PHQWV IURP ERQG
LQYHVWRUV WR WKH UHLQVXUHU DUH GLUHFWO\ WLHG WR LWV ORVVHV/ WKHQ WKHUH DUH WLPLQJ0RI0SD\PHQW
DQG PRUDO KD]DUG SUREOHPV EXW QR EDVLV ULVN1 ,I/ RQ WKH RWKHU KDQG/ WKHVH SD\PHQWV DUH
WLHG WR D JHQHUDO LQGH[/ WKHQ WKH UHLQVXUHU IDFHV EDVLV ULVNV1 $Q H[DPSOH RI WKH LPSDFW RI D
FDW ERQG WR UHLQVXUHUV DQG LQYHVWRUV LV SUHVHQWHG LQ WKH $SSHQGL[ +7DEOHV < DQG 43,1
*RYHUQPHQW 5HLQVXUDQFH
,W PD\ HYHQ EH QHFHVVDU\ IRU D JRYHUQPHQWDO HQWLW\ WR DVVXPH WKH UHVSRQVLELOLW\ RI
‡LQVXUHU RI ODVW UHVRUW1·$ Z H O O 0 ILQDQFHG DQG OLTXLG JRYHUQPHQW PD\ EH DEOH WR %EDLO RXW%
RWKHUZLVH LQVROYHQW KRPHRZQHUV/ LQVXUHUV/ UHLQVXUHUV/ RU LQYHVWRUV1 &ODLPV FDQ EH
UHLPEXUVHG LPPHGLDWHO\ DQG WKHQ WKH UHTXLUHG IXQGV WR UHSOHQLVK WKH 7UHDVXU\ FDQ EH
FROOHFWHG YLD WD[HV GXULQJ ODWHU SHULRGV1 $OWKRXJK QRERG\ HQMR\V SD\LQJ WD[HV/ WKH\ DUH
OHVV SDLQIXO ZKHQ WKHLU DVVHVVPHQW GRHV QRW FRLQFLGH ZLWK WKH QDWXUDO GLVDVWHU1
$ ‡FDW WD[· FRXOG HDVLO\ EH GHYLVHG ZKLFK UHTXLUHV SD\PHQWV E\ FLWL]HQV GXULQJ
QRQ0FDWDVWURSKH SHULRGV/ WKH SURFHHGV IRU ZKLFK ZRXOG IXQG D VXEVLG\ GXULQJ WLPHV RI
FDWDVWURSKH – VLPLODU WR D VWDWH0FRQWLQJHQW FDW ERQG1
< &RQVLGHU/ IRU H[DPSOH/ DW D [
+ LPSRVHG RQ WKH KRPHRZQHU2SROLF\KROGHUV, FROOHFWHG RQO\ LQ VWDWH +3/3,0 0ZKHQ QR
FODLPV +FDWDVWURSKLF RU RWKHUZLVH, KDYH EHHQ LQFXUUHG1 ,I WKLV WD[ FDQ EH DSSOLHG WR %EDLO
RXW% DQ RWKHUZLVH LQVROYHQW SDUW RI WKH LQVXUDQFH V\VWHP LQ WKH VDPH SHULRG LQ ZKLFK LW LV
FROOHFWHG/ IRU H[DPSOH/ LW PD\ VHUYH DV DQ LPSRUWDQW FRPSRQHQW RI D KHGJLQJ V\VWHP1
< 2QH PDMRU EHQHILW RI VXFK D SODQ LV WKDW/ IRU D ZHOO0FDSLWDOL]HG VRYHUHLJQ JRYHUQPHQW ZLWK DFFHVV WR WKH
FDSLWDO PDUNHWV DIWHU D FDWDVWURSKH/ FODLPV FDQ EH UHLPEXUVHG LPPHGLDWHO\ DQG WKHQ WKH SULQFLSDO YDOXH
FROOHFWHG YLD WD[HV GXULQJ ODWHU SHULRGV1 )RU VRYHUHLJQ JRYHUQPHQWV ZKRVH DFFHVV WR WKH FDSLWDO PDUNHWV
PD\ EH LPSDLUHG +RU SURKLELWLYHO\ H[SHQVLYH, DIWHU D FDWDVWURSKH/ WKHUH PD\ EH VRPH PHULW WR FRQVLGHULQJ
UHLQVXUDQFH RU H[ DQWH FDWDVWURSKH0WLHG ILQDQFLQJ DW WKH VRYHUHLJQ OHYHO +&URVRQ/ 5LFKWHU/ DQG .OHLQGRUIHU/
4<<<,144
:LWKRXW DFWLYHO\ GHWHUPLQLQJ SULFHV LQ WKH LQVXUDQFH RU UHLQVXUDQFH PDUNHW/ WKH
JRYHUQPHQW PD\ WKXV SOD\ DQ LPSRUWDQW UROH LQ VPRRWKLQJ RXW WKH LQVROYHQF\ ULVNV IDFHG
E\ DOO SDUWLHV1
,,,1 3ULQFLSOHV RI 6\VWHP ’HVLJQ IRU &DW 5LVN 7UDQVIHU
6RPH FRPELQDWLRQ RI LQVXUDQFH/ UHLQVXUDQFH DQG FDW ERQGV ZLWK JRYHUQPHQW
UHLQVXUDQFH DV WKH ILQDQFLDO LQVWUXPHQW RI ODVW UHVRUW FDQ PHHW WKH REMHFWLYHV RI WKH
GLIIHUHQW VWDNHKROGHUV1 7KHUH DUH VRPH JXLGLQJ SULQFLSOHV WKDW FDQ EH XWLOL]HG IRU DQ
RSWLPDO V\VWHP GHVLJQ ZKLFK DUH GLVFXVVHG EHORZ1 :H WKHQ SURSRVH D FRPELQDWLRQ RI
ULVN0EHDULQJ LQVWUXPHQWV IRU SURYLGLQJ SURWHFWLRQ DJDLQVW ORVVHV IURP QDWXUDO GLVDVWHUV1
7KH IROORZLQJ VL[ SULQFLSOHV VKRXOG EH IROORZHG LQ GHVLJQLQJ DQ\ V\VWHP RI
SURWHFWLRQ DJDLQVW WKH ILQDQFLDO FRQVHTXHQFHV RI FDWDVWURSKLF ULVN= XWLOL]H VFLHQWLILF ULVN
HVWLPDWHV/ GHYHORS LQFHQWLYHV WR UHGXFH PRUDO KD]DUG/ H[SHGLWH VHWWOHPHQW IRU
FDWDVWURSKLF FODLPV/ OLQN SUHPLXP SD\PHQWV WR QRQ0FDWDVWURSKLF FODLPV SHULRGV/ HPSOR\
FDSLWDO0PDUNHW LQVWUXPHQWV WR UHGXFH FUHGLW ULVN/ DQG FXVWRPL]H ULVN WUDQVIHU LQVWUXPHQWV
WR DGGUHVV EDVLV ULVN1
3ULQFLSOH 4= 8WLOL]H 6FLHQWLILF 5LVN (VWLPDWHV
1HZ VFLHQWLILF VWXGLHV/ H[WHQVLYH HQJLQHHULQJ DQDO\VHV RI EXLOW0XS DUHDV DQG
DGYDQFHV LQ LQIRUPDWLRQ WHFKQRORJ\ +,7,/ RIIHU DQ RSSRUWXQLW\ WR HVWLPDWH WKH
SUREDELOLWLHV RI/ DQG SRWHQWLDO ORVVHV IURP/ IXWXUH GLVDVWHUV VLJQLILFDQWO\ PRUH DFFXUDWHO\
WKDQ LQ WKH SDVW1 0RUH VRSKLVWLFDWHG ULVN DVVHVVPHQWV KDYH UHGXFHG WKH XQFHUWDLQW\
DVVRFLDWHG ZLWK HVWLPDWLQJ WKH SUREDELOLWLHV WKDW HDUWKTXDNHV DQG KXUULFDQHV RI GLIIHUHQW
LQWHQVLWLHV DQG PDJQLWXGHV ZLOO RFFXU LQ VSHFLILF UHJLRQV1
(QJLQHHULQJ VWXGLHV/ EXLOGLQJ RQ WKH H[SHULHQFH RI SDVW GLVDVWHUV/ KDYH SURYLGHG
QHZ LQIRUPDWLRQ RQ KRZ VWUXFWXUHV SHUIRUP XQGHU WKH VWUHVV RI QDWXUDO IRUFHV1 7KH
GHYHORSPHQW RI IDVWHU DQG PRUH SRZHUIXO FRPSXWHUV HQDEOHV RQH WR FRPELQH WKHVH GDWD LQ
ZD\V WKDW ZHUH LPSRVVLEOH HYHQ ILYH \HDUV DJR1 7KHVH DGYDQFHV VKRXOG JLYH D PRUH
FRPSOHWH SLFWXUH RI SURSHUW\ DW ULVN/ EH DEOH WR VLPXODWH SRWHQWLDO GDPDJHV IURP45
K\SRWKHWLFDO IXWXUH GLVDVWHUV/ DQG WKHUHE\ VXSSRUW D FRPPRQ XQGHUVWDQGLQJ DPRQJ EX\HU
DQG VHOOHU RI FDWDVWURSKLF ULVN0WUDQVIHU LQVWUXPHQWV RI WKH ULVNV WR EH KDQGOHG1
6XSSRVH RQH ZLVKHG WR GHYHORS DSSURSULDWH SULFHV +ZKHWKHU EDVHG RQ ZLOOLQJQHVV0
WR0SD\ WR UHGXFH ULVN RU RQ ZLOOLQJQHVV0WR0DFFHSW WR DVVXPH UHVSRQVLELOLW\ IRU LW, IRU HDFK
OD\HU RI SURWHFWLRQ1 $ VWDNHKROGHU FRQFHUQHG ZLWK FDW0ULVN WUDQVIHU FDQ XWLOL]H WKHVH ULVN
HVWLPDWHV WR VSHFLI\ ERWK WKH H[SHFWHG ORVVHV DV ZHOO DV WKH FKDQFHV RI D QHW ORVV IRU DQ\
JLYHQ SRUWIROLR1 %\ SXWWLQJ XQFHUWDLQW\ ERXQGV RQ WKHVH HVWLPDWHV/ ZH FDQ FRQVWUXFW
FRQILGHQFH LQWHUYDOV DURXQG WKHVH SRLQW HVWLPDWHV WR H[DPLQH ‡ZRUVW FDVH· VFHQDULRV1 7KH
:KDUWRQ 0DQDJLQJ &DWDVWURSKLF 5LVN SURMHFW KDV XWLOL]HG GDWD IURP WKUHH OHDGLQJ
PRGHOLQJ ILUPV +$SSOLHG ,QVXUDQFH 5HVHDUFK/ (4( DQG 5LVN 0DQDJHPHQW 6ROXWLRQV, IRU
FRQVWUXFWLQJ WKUHH PRGHO FLWLHV +0LDPL2’DGH &RXQW\/ )/> /RQJ %HDFK/ &$> DQG 2DNODQG/
&$,1 7KH SURMHFW KDV H[DPLQHG WKH ILQDQFLDO ULVNV WR D VHW RI K\SRWKHWLFDO LQVXUDQFH
FRPSDQLHV XQGHU D ZLGH YDULHW\ RI GLIIHUHQW VFHQDULRV UHJDUGLQJ GLIIHUHQW FKRLFHV RI
UHLQVXUDQFH DQG ORVV PLWLJDWLRQ1+ )RU PRUH GHWDLOV VHH .OHLQGRUIHU DQG .XQUHXWKHU/ 4<<<,1
3ULQFLSOH 5= ’HYHORS ,QFHQWLYHV IRU 5HGXFLQJ 0RUDO +D]DUG
&RQVLGHU WZR SDUWLHV ZKR HQJDJH LQ D FRQWUDFW1 0RUDO KD]DUG LV FUHDWHG EHFDXVH
RI DV\PPHWU\ RI LQIRUPDWLRQ DERXW WKH RWKHU SDUW\¶V DFWLRQV/ DQG GLYHUJHQFH RI LQFHQWLYHV
EHWZHHQ WKHVH WZR SDUWLHV1 7KH FDWDVWURSKLF0ULVN FRQWH[W RI PRUDO KD]DUG WDNHV WKH IRUP
R IDF O D V V L FS U L Q F L S D O 0 DJHQW SUREOHP1 7KH HQWLW\ ZKR SURYLGHV SURWHFWLRQ +WKH SULQFLSDO,/
VXFK DV D UHLQVXUHU/ FDQQRW FRPSOHWHO\ PRQLWRU WKH EHKDYLRU +VHOHFWLRQ RI XQGHUZULWLQJ
ULVNV/ HIIRUW LQYHVWHG LQ DFFXUDWH FODLPV DGMXVWPHQW/ LQYHVWPHQW LQ PLWLJDWLRQ/ HWF1, RI WKH
HQWLW\ WKDW UHFHLYHV SURWHFWLRQ +WKH DJHQW,/ VXFK DV D SULPDU\ LQVXUHU1
7KHUH DUH VHYHUDO ZD\V WKDW WKH GHVLJQ RI D SURWHFWLRQ V\VWHP FDQ UHGXFH WKH
EXUGHQ RI PRUDO KD]DUG1 )RU RQH WKLQJ/ WKH SULQFLSDO FDQ UHTXLUH WKH DJHQW WR VKDUH SDUW RI
WKH ULVN VR WKH DJHQW ZLOO KDYH DQ LQFHQWLYH WR EHKDYH PRUH FDUHIXOO\ +H1J1/ LQYHVW PRUH LQ
PLWLJDWLRQ/ FDXWLRXV XQGHUZULWLQJ/ RU DFFXUDWH FODLPV DGMXVWPHQW,1 ,Q WKH FRQWH[W RI
LQVXUDQFH DUUDQJHPHQWV/ GHGXFWLEOHV DQG FRLQVXUDQFH FDQ EH LQWURGXFHG LQWR WKH
LQVXUDQFH FRQWUDFW1 $ VXIILFLHQWO\ ODUJH GHGXFWLEOH FDQ DFW DV DQ LQFHQWLYH IRU WKH LQVXUHGV
+WKH DJHQWV, WR FRQWLQXH WR EHKDYH FDUHIXOO\ DIWHU SXUFKDVLQJ FRYHUDJH EHFDXVH WKH\ ZLOO46
EH UHVSRQVLEOH IRU FRYHULQJ D SRUWLRQ RI WKHLU ORVV EHIRUH WKH LQVXUDQFH +RU UHLQVXUDQFH,
EHJLQV WR SD\1 $OO VPDOO ORVVHV +WKRVH EHORZ WKH GHGXFWLEOH, WKHUHIRUH HQG XS HQWLUHO\ WKH
UHVSRQVLELOLW\ RI WKH DJHQW/ ZKR WKXV KDV VWURQJ LQFHQWLYHV WR HQVXUH WKDW WKHVH VPDOO
ORVVHV GR QRW RFFXU1
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:LWK FRLQVXUDQFH WKH LQVXUHU +SULQFLSDO, DQG WKH LQVXUHG +DJHQW, VKDUH WKH ORVV LQ
VRPH SUH0QHJRWLDWHG SURSRUWLRQV1 $Q ;3 SHUFHQW FRLQVXUDQFH FODXVH LQ DQ LQVXUDQFH
SROLF\ PHDQV WKDW WKH LQVXUHU SD\V ;3 SHUFHQW RI WKH ORVV +DERYH D GHGXFWLEOH,/ DQG WKH
LQVXUHG SD\V WKH RWKHU 53 SHUFHQW1 $V ZLWK D GHGXFWLEOH/ WKLV W\SH RI ULVN0VKDULQJ
DUUDQJHPHQW HQFRXUDJHV PRUH UHVSRQVLEOH EHKDYLRU EHFDXVH WKH LQVXUHG SDUW\ ZDQWV WR
DYRLG KDYLQJ WR SD\ IRU VRPH RI LWV ORVVHV1 &RLQVXUDQFH HQFRXUDJHV WKH DJHQW WR FRQVLGHU
WKH H[SHFWHG FRVW RI IXWXUH GLVDVWHUV/ LQFOXGLQJ ORVVHV IURP FDWDVWURSKLF HYHQWV/ LQ
GHWHUPLQLQJ ZKHWKHU WR WDNH SURWHFWLYH DFWLRQV1 +RZHYHU/ WKH DJHQW GRHV QRW KDYH QHDUO\
DV VWURQJ DQ LQFHQWLYH WR HOLPLQDWH VPDOO ORVVHV DV ZLWK GHGXFWLEOHV1 6KH LQFXUV RQO\ 53(
RI WKH EHQHILW IURP HOLPLQDWLQJ WKHP EXW EHDUV 433( RI WKH FRVWV RI GRLQJ VR1+ )RU PRUH
GHWDLOV DERXW WKH LPSDFW RI PRUDO KD]DUG RQ WKH SURYLVLRQ RI LQVXUDQFH FRYHUDJH/ VHH
3DXO\/ 4<:71,
$QRWKHU ZD\ RI DYRLGLQJ PRUDO KD]DUG LV WR SODFH UHVWULFWLRQV RQ WKH DJHQW¶V
DFWLRQV/ RU WR VWUXFWXUH WKH FRQWUDFW WR VKDSH WKH DJHQW¶V LQFHQWLYHV WR SHUIRUP VXFK
DFWLRQV/ RQFH WKH DJHQW KDV HQWHUHG D FRQWUDFW1 5HLQVXUHUV/ ZKR VHOO H[FHVV0RI0ORVV
UHLQVXUDQFH WR LQVXUHUV LQ FDWDVWURSKH0SURQH DUHDV/ PD\ H[SOLFLWO\ SURKLELW LQVXUHUV IURP
ZULWLQJ PRUH SROLFLHV LQ WKDW DUHD1 $OWHUQDWLYHO\/ VXFK UHLQVXUHUV PD\ LQVLVW RQ EDVLQJ
WKHLU FRQWUDFWV RQ LQVXUHUV¶ FXUUHQW SROLFLHV LQ IRUFH DW WKH WLPH RI WKH FRQWUDFW ZULWLQJ1
7KLV ZLOO GLVFRXUDJH LQVXUHUV IURP DJJUHVVLYHO\ PDUNHWLQJ QHZ SROLFLHV LQ D KD]DUG0SURQH
DUHD WR FROOHFW IXOO SUHPLXPV DQG LQFXU RQO\ SDUWLDO ORVVHV LQ FDVH RI D GLVDVWHU1
)LQDOO\/ DQG SHUKDSV PRVW LPSRUWDQWO\/ RQH FDQ UHO\ RQ ORQJ0WHUP UHSHDWHG
UHODWLRQVKLSV DQG WKH LPSRUWDQFH RI WUXVW WR GLVFRXUDJH WKH DJHQW IURP WDNLQJ DGYDQWDJH RI
WKH SULQFLSDO1 )RU H[DPSOH/ DQ LQVXUHU +DJHQW, ZKR RYHUVWDWHV LWV ORVVHV VR LW FDQ FROOHFW
IURP WKH UHLQVXUHU +SULQFLSDO, ZLOO KDYH D SUREOHP JHWWLQJ SURWHFWLRQ LQ WKH IXWXUH LI WKLV
43 7KLV LQFHQWLYH IRU WKH DJHQW WR SUHYHQW VPDOO ORVVHV PD\ FRPH DW WKH H[SHQVH RI PDNLQJ ODUJH ORVVHV PRUH
OLNHO\ WKDQ WKH\ RWKHUZLVH ZRXOG KDYH EHHQ1 6XFK LQGXFHG PRUDO KD]DUG EHDUV IXUWKHU VWXG\147
DFWLRQ LV GLVFRYHUHG1 7KLV WKUHDW RI QRQ0SURWHFWLRQ PD\ EH HQRXJK WR GLVFRXUDJH LW IURP
FKHDWLQJ LI WKH IROORZLQJ WKUHH FRQGLWLRQV DUH VDWLVILHG=
+4, WKH SUREDELOLW\ RI GLVFRYHU\ LV VXIILFLHQWO\ KLJK>
+5, WKH EHQHILWV IURP PDLQWDLQLQJ WKH RQJRLQJ UHODWLRQVKLS DUH VLJQLILFDQW>
+6, WKH GLIIHUHQFH EHWZHHQ WKH SD\PHQWV XQGHU WUXWKIXO VWDWHPHQW RI ORVVHV DQG WKH
SD\PHQWV IURP RYHUVWDWHG ORVVHV LV PRGHVW1
&RQGLWLRQ 4 FDQ EH DGGUHVVHG E\ LQVSHFWLQJ WKH GDPDJH EHIRUH SD\LQJ FODLPV +WKH
UROH RI WKH DXGLW SURFHVV,1 &RQGLWLRQ 5 LV OLNHO\ WR EH PHW LI WKH SULFLQJ FRQWUDFW EHWZHHQ
WKH WZR SDUWLHV SURGXFHV ODUJH HQRXJK SURILWV WR ERWK SDUWLHV WKDW WKH\ KDYH LQFHQWLYHV WR
FRQWLQXH WKHLU UHODWLRQVKLS1 &RQGLWLRQ 6 FDQ EH VDWLVILHG XVLQJ FXVWRPL]HG FRQWUDFWV RU
VHFXULWLHV ZKLFK FORVHO\ WUDFN WKH LQVXUHU¶V SRUWIROLR/ WKHUHE\ HOLPLQDWLQJ ERWK EDVLV ULVN
DQG WKH LQFHQWLYH WR PLVUHSUHVHQW DFWXDO FODLPV1
3ULQFLSOH 6= ([SHGLWH 6HWWOHPHQW IRU &DWDVWURSKLF &ODLPV
&RQVXPHUV RI SULPDU\ LQVXUDQFH +H1J1/ KRPHRZQHUV VXEMHFWHG WR IORRG ULVN,
H[SHULHQFH D VKDUS GHFUHDVH LQ WKHLU ZHDOWK LPPHGLDWHO\ DIWHU D QDWXUDO GLVDVWHU1 7KH\
WKXV SODFH WKH KLJKHVW PDUJLQDO YDOXH RQ UHLPEXUVHPHQW IURP WKHLU LQVXUDQFH FRPSDQ\
SUHFLVHO\ ZKHQ WKH GDPDJH WR WKHLU SURSHUW\ LV WKH JUHDWHVW1 $Q\ FKDQJH LQ WKH V\VWHP RI
FDWDVWURSKLF ULVN WUDQVIHU WKDW OHDGV WR H[SHGLWHG GHOLYHU\ RI SD\PHQWV WR KRPHRZQHUV
+DQG WKHLU SULPDU\ LQVXUHUV, ZLOO LQFUHDVH WKH FRQVXPHUV* ZLOOLQJQHVV WR SD\ IRU SULPDU\
LQVXUDQFH DQG LQFUHDVH WKH YDOXH RI UHLQVXUDQFH WR DQ LQVXUHU 00 WKHUHE\ SRWHQWLDOO\ SD\LQJ
IRU LWVHOI1
3ULQFLSOH 7= /LQN 3UHPLXP 3D\PHQWV WR 1RQ0&DWDVWURSKLF &ODLPV 3HULRGV
7R VPRRWK RXW WKHLU RZQ LQFRPHV/ LQVXUHG FRQVXPHUV ZDQW WR SD\ WKHLU SUHPLXPV
GXULQJ WLPHV ZKHQ WKH\ DUH QRW RWKHUZLVH VXIIHULQJ ORVVHV1 $ FDWDVWURSKH0OLQNHG VHFXULW\
+RU D FXVWRPL]HG UHLQVXUDQFH SROLF\ ZLWK VLPLODU WHUPV DQG FRQGLWLRQV, FRXOG VHSDUDWH WKH
WLPLQJ RI FDVK0IORZ HYHQWV +SD\PHQW RI SUHPLXP DQG VHWWOHPHQW RI FODLPV, IURP WKH
SURYLVLRQ RI HFRQRPLF YDOXH WKURXJK LQVXUDQFH1 $Q HFRQRPLF EHQHILW FDQ EH FUHDWHG48
VLPSO\ E\ PDWFKLQJ WKHVH FDVK IORZV WR WKH DSSURSULDWH WLPHV= QRQ0ORVV VWDWHV IRU
SUHPLXP SD\PHQWV/ DQG LPPHGLDWHO\ XSRQ FDWDVWURSKLF HYHQWV IRU UHLPEXUVHPHQW1
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7UDGLWLRQDO UHLQVXUDQFH UHTXLUHV D VWHDG\ LQIORZ RI SUHPLXPV UHJDUGOHVV RI ZKHWKHU
QRUPDO +QRQ0FDWDVWURSKLF, ORVVHV DUH LQFXUUHG/ DQG DOVR GRHV D OHVV0WKDQ0SHUIHFW MRE DW
SURYLGLQJ LPPHGLDWH OLTXLGLW\ WR SULPDU\ LQVXUHUV VR WKDW WKHVH HPHUJHQF\ FDVK IORZV FDQ
EH SURYLGHG ZKHQ QHHGHG1
3ULQFLSOH 8= (PSOR\ &DSLWDO00DUNHW ,QVWUXPHQWV WR 5HGXFH &UHGLW 5LVN
7KH HPHUJHQFH RI FDW ERQGV IRU SURYLGLQJ SURWHFWLRQ DJDLQVW ODUJH0VFDOH ORVVHV
RIIHUV WKH EHVW RSSRUWXQLW\ WR UHGXFH FUHGLW ULVN1 %HFDXVH WKH SULQFLSDO DPRXQW RI WKHVH
ERQGV LV KHOG LQ HVFURZ XQWLO WKH WLPH SHULRG FRYHUHG E\ WKH FDW ERQG KDV HODSVHG/ WKH
IXQGV DUH DOZD\V DYDLODEOH ZKHQ QHHGHG1 ,Q RWKHU ZRUGV/ WKH FUHGLW ULVN IURP WKHVH
VRXUFH RI IXQGV LV ]HUR1 ,Q FRQWUDVW/ UHLQVXUHUV FRXOG EHFRPH LQVROYHQW LI WKH\ DUH IDFHG
ZLWK SRWHQWLDO FODLPV DIWHU D FDWDVWURSKLF ORVV WKDW H[FHHGV WKHLU VXUSOXV1 7KH FKDOOHQJH
ZLOO EH WR ILQG D SULFH IRU SURWHFWLRQ WKDW LV VLPXOWDQHRXVO\ DWWUDFWLYH WR WKH LQYHVWRU
+SULQFLSDO, DV ZHOO DV WKH LQVXUHU RU UHLQVXUHU +DJHQW, ZKR LV SURWHFWHG E\ WKH ERQG1
3ULQFLSOH 9= &XVWRPL]H 5LVN 7UDQVIHU ,QVWUXPHQWV WR $GGUHVV %DVLV 5LVN
7KHUH KDV UHFHQWO\ EHHQ DQ HPHUJHQFH RI PRGHOLQJ ILUPV ZKR HPSOR\
PDWKHPDWLFDO WHFKQLTXHV WR HYDOXDWH WKH ULVNV DVVRFLDWHG ZLWK GLIIHUHQW LQVXUDQFH DQG
UHLQVXUDQFH SRUWIROLRV1 7KHVH ILUPV HPSOR\ VLPXODWLRQ WRROV WR TXDQWLI\ ULVNV/ SURMHFW WKH
HIIHFWV RI IXWXUH GLVDVWURXV HYHQWV RQ DQ LQVXUHU*V SRUWIROLR DW ULVN/ DQG FRQVWUXFW DQ
HVWLPDWHG SUREDELOLW\ GLVWULEXWLRQ RI IXWXUH LQVXUHG ORVVHV1
$V WKHVH PRGHOV EHFRPH PRUH DFFXUDWH UHSUHVHQWDWLRQV RI LQVXUHUV* DFWXDO ULVNV/
WKH\ RIIHU DQ RSSRUWXQLW\ WR GHVLJQ FXVWRPL]HG FRQWUDFWV WR UHGXFH WKH EDVLV ULVN
DVVRFLDWHG ZLWK DQ\ JLYHQ IRUP RI SURWHFWLRQ +ZKHWKHU UHLQVXUDQFH RU FDW ERQGV, ZLWKRXW
QHFHVVDULO\ LQFUHDVLQJ FUHGLW ULVN RU PRUDO KD]DUG FRVWV1 0RUH VSHFLILFDOO\/ LW VKRXOG EH
44 7KLV GHVLUDEOH SURSHUW\ LV FHUWDLQO\ QRW XQLTXH WR FDW ERQGV> D FXVWRP UHLQVXUDQFH SROLF\ ZLWK DQ
DSSURSULDWH ZDLYHU0RI0SUHPLXP ULGHU FDQ PLPLF WKH SUHPLXP DQG SD\RXW VWUXFWXUH RI HDFK RI RXU SURSRVHG
FDW ERQG VWUXFWXUHV LQ WKH $SSHQGL[149
SRVVLEOH WR GHVLJQ FRQWUDFWXDO UHODWLRQVKLSV EHWZHHQ SULQFLSDOV DQG DJHQWV ZKHUH DQ LQGH[
RI ORVV LV FRQVWUXFWHG DURXQG WKH HVWLPDWHV RI WKHVH PRGHOV1 7KLV ZRXOG UHSUHVHQW DQ
LPSURYHPHQW RYHU WKH H[LVWLQJ LQGLFHV/ VXFK DV WKH 5LFKWHU VFDOH LQWHQVLW\ IRU HDUWKTXDNHV
LQ -DSDQ RU IORRG KHLJKW RI WKH 5LYHU 2GHU LQ 3RODQG1
,91 (OHPHQWV RI $ 6\VWHP ’HVLJQHG $FFRUGLQJ WR 5LVN07UDQVIHU 3ULQFLSOHV
:H QRZ WXUQ WR WKH GHVLJQ RI DQ LQWHJUDWHG V\VWHP RI LQVXUDQFH/ UHLQVXUDQFH DQG
FDW ERQGV EDVHG RQ WKH VL[ SULQFLSOHV RXWOLQHG DERYH1 (DFK FRXQWU\/ ZLWK LWV RZQ VHW RI
LQVWLWXWLRQDO DUUDQJHPHQWV/ ZLOO GHYHORS WKHLU RZQ SDFNDJH RI ULVN0EHDULQJ LQVWUXPHQWV
IURP WKH SULYDWH DQG SXEOLF VHFWRUV> WKHVH SULQFLSOHV RXJKW WR EH LQFRUSRUDWHG LQWR WKH
GHVLJQ RI DQ\ VXFK VHW RI DUUDQJHPHQWV1
6WDWH0&RQWLQJHQW 3D\PHQW 6WUXFWXUHV
7KHRUHWLFDOO\/ WKH FRQVWUXFWLRQ RI D ILQDQFLDO LQVWUXPHQW +ZKHWKHU D FDW ERQG RU D
FXVWRPL]HG UHLQVXUDQFH FRQWUDFW, ZKRVH UHWXUQV GHSHQG RQ IXWXUH VWDWHV RI QDWXUH LV
VWUDLJKWIRUZDUG 00 SURYLGHG WKDW DOO RI WKHVH IXWXUH VWDWHV FDQ EH LGHQWLILHG/ GHVFULEHG/ DQG
KDYH FRQVHTXHQFHV DWWDFKHG WR WKHP1 7KH QXPEHU RI GLVWLQFW VWDWHV LV LUUHOHYDQW WR WKLV




6XSSRVH VXFK DQ LQGH[ RI DOO SRVVLEOH RXWFRPHV FRXOG EH FRQVWUXFWHG DKHDG RI D
FDWDVWURSKH/ PDSSLQJ REVHUYDEOH LQSXWV LQWR +SRVVLEO\ SUREDELOLVWLF, RXWSXWV1 $
FDWDVWURSKH0OLQNHG VHFXULW\ EDVHG RQ WKLV LQGH[ FRXOG WKHQ EH FRQVWUXFWHG/ ZLWK LWV
SD\RXWV FRQWLQJHQW RQ WKH VWDWH RI WKH ZRUOG REVHUYHG H[ SRVW1 +HUH DUH VRPH RI WKH
45 $OWKRXJK D WKHRUHWLFDO PRGHO FRXOG VXSSRUW D FRQWLQXRXV LQGH[ YDULDEOH/ ZH SODQ WR PRGHO WKH FRQGLWLRQV
RQ ZKLFK VXFK FDWDVWURSKH0OLQNHG LQVWUXPHQWV PD\ EH GHVLJQHG YLD DQ DFWXDO VHW RI GDWD PHDVXUHPHQWV/
ZKLFK DV D SUDFWLFDO PDWWHU PXVW EH ILQLWH LQ QXPEHU 00 OHDGLQJ WHFKQLFDOO\ WR D GLVFUHWH GLVWULEXWLRQ RI
SRVVLEOH RXWFRPHV/ HYHQ WKRXJK WKH QXPEHU RI GDWD SRLQWV PD\ EH YHU\ ODUJH DQG WKH GLIIHUHQFHV EHWZHHQ
WKHP VPDOO14:
IHDWXUHV RI WKLV W\SH RI LQGH[ WKDW ZLOO PDNH LW DWWUDFWLYH WR ERWK WKH EX\HU DQG VHOOHU RI WKH
FDWDVWURSKH0OLQNHG VHFXULW\=
+4, 7KH SURSHU LQGH[ ZRXOG EH DJUHHG RQ DKHDG RI WLPH E\ ERWK EX\HU DQG VHOOHU>
+5, ERWK VLGHV DUH FRQYLQFHG WKDW WKH YDOXH RI WKH LQGH[ FRXOG EH UHOLDEO\
GHWHUPLQHG DQG UHSRUWHG ZLWKRXW ULVN RI PRUDO KD]DUG RU PDQLSXODWLRQ>
+6, WKH LQGH[ FKRVHQ FRUUHODWHV KLJKO\ ZLWK WKH DQWLFLSDWHG GDPDJHV +FODLPV
DJDLQVW WKH LQVXUHU*V ERRN RI EXVLQHVV, ZKLFK ZRXOG RFFXU LI D FDWDVWURSKH
KDSSHQHG1+ 7KLV IHDWXUH LV HVSHFLDOO\ VLJQLILFDQW IRU WKH LQVXUHU/ ZKR ZRXOG
OLNH WR JDLQ D VXEVWLWXWH IRU UHLQVXUDQFH FRYHUDJH WKURXJK LVVXLQJ WKLV
LQVWUXPHQW1,
46
,Q SUDFWLFH LW PD\ EH GLIILFXOW WR FRQVWUXFW D FRPSOHWH FRQWLQJHQW OLVW RI RXWFRPHV/
ZKLFK EX\HUV DQG VHOOHUV DJUHH FRPSULVHV DOO SRVVLEOH IXWXUH VWDWHV – WKH UHTXLUHG
FRQGLWLRQ IRU D FDWDVWURSKH0OLQNHG VHFXULW\ WR EH D SHUIHFW VXEVWLWXWH IRU D IXOO\
FXVWRPL]HG UHLQVXUDQFH SROLF\1 $ PRUH UHDOLVWLF DOWHUQDWLYH LV WR XWLOL]H WKH SUHGLFWLRQV RI
WKH FRQVHTXHQFHV RI FDWDVWURSKHV RI GLIIHUHQW PDJQLWXGHV/ IURP RQH RU PRUH RI WKH
PRGHOLQJ ILUPV/ WR JHQHUDWH WKH LQGH[ RQ ZKLFK WKH FODLPV ZLOO EH EDVHG1 &ODLPV DUH WKHQ
SDLG EDVHG RQ WKH SUHGLFWHG RXWFRPH/ UDWKHU WKDQ WKH DFWXDO RXWFRPH1 7KH UHVLGXDO ULVN
EHWZHHQ WKH DPRXQW SDLG EDVHG RQ WKH PRGHO*V RXWSXWV DQG WKH DFWXDO FODLPV VXIIHUHG E\
WKH LQVXUHU DUH HLWKHU UHWDLQHG E\ WKH LQVXUHU RU KHGJHG ZLWK D FXVWRPL]HG UHLQVXUDQFH
SROLF\1 7KH EHQHILW RI WKLV UHILQHPHQW LV WKDW SD\LQJ FODLPV EDVHG RQ DQ H[LVWLQJ LQGH[0
VW\OH SROLF\ VROYHV D VLJQLILFDQW PRUDO KD]DUG SUREOHP +WKDW LQVXUHUV PD\ QRW H[HUFLVH IXOO
FDUH LQ DGMXVWLQJ FODLPV, ZLWKRXW IRUFLQJ LQVXUHUV WR XVH DQ LQGH[ ZKLFK GRHV QRW PDWFK
WKHLU ERRN RI EXVLQHVV +D VRXUFH RI EDVLV ULVN,1
47
7KH PRWLYDWLRQ IRU VXFK D SRWHQWLDO VROXWLRQ LV EDVHG RQ WKH LGHD WKDW DQ H[LVWLQJ
PRGHO RI D FDWDVWURSKLF HYHQW PD\ UHSUHVHQW ERWK VLGHV* EHVW DYDLODEOH LQIRUPDWLRQ DW WKH
46 0DMRU +4<<9, QRWHV WKDW D =,30EDVHG PRGHO DFFRXQWV IRU <<18( RI WKH DFWXDO YDULDWLRQ LQ FODLPV DIWHU
)ORULGD KXUULFDQHV/ OHDYLQJ PRGHO EDVLV ULVN RI RQO\ 318(1
47 &RPSDUH WKH LQWXLWLRQ EHKLQG WKLV V\VWHP WR WKDW RI WKH WZR0VWDJH OHDVW VTXDUHV +56/6, SURFHVV RI
HVWLPDWLQJ D UHJUHVVLRQ HTXDWLRQ LQ HFRQRPHWULFV1 ,I WKH LQVWUXPHQWDO YDULDEOHV +WKH PRGHO, DUH KLJKO\
FRUUHODWHG ZLWK WKH DFWXDO GDWD +WKH GLVDVWHU,/ WKH ILW IURP WKH WZR0VWDJH SURFHVV ZLOO EH JRRG +LQ WKH FDW0ULVN
VHQVH/ EDVLV ULVN ZLOO EH ORZ,1 %\ XVLQJ WKH PRGHO UDWKHU WKDQ WKH DFWXDO GDWD +ORVVHV,/ ZH DYRLG D SUREOHP
+LQ HFRQRPHWULFV/ HQGRJHQHLW\ RI LQGHSHQGHQW YDULDEOHV> LQ FDW0ULVN WUDQVIHU/ PRUDO KD]DUG1,4;
WLPH WKDW D KHGJLQJ GHFLVLRQ PXVW EH PDGH1 ,I ERWK VLGHV DUH XVLQJ &RPSDQ\ ;<=¶V
PRGHOLQJ H[SHUWLVH WR GHWHUPLQH WKHLU RZQ H[SRVXUHV/ WKH GDWD JHQHUDWHG E\ ;<=
DQDO\VHV UHSUHVHQWV WKHLU EHVW HVWLPDWH RI GDPDJHV1 %RWK VLGHV SODQ WR XVH WKHVH RXWSXWV
LQ FRQVWUXFWLQJ D UHLQVXUDQFH FRQWUDFW RU VHFXULW\1 ,W VHHPV D QDWXUDO H[WHQVLRQ IRU WKH
FHGHU DQG DFFHSWRU WR DJUHH LQ DGYDQFH WKDW WKH DGGHG VRSKLVWLFDWLRQ RI WKH PRGHO FRXOG
EH XVHG DIWHU D FDWDVWURSKH WR UHVROYH WKH DPRXQW RI GDPDJHV WR EH SDLG/ WKXV VDYLQJ
FRVWO\ FODLPV YHULILFDWLRQ DQG DFFHOHUDWLQJ SD\RXWV1
7KH WZR VLGHV FRXOG/ IRU H[DPSOH/ DJUHH WR UXQ WKH PRGHO DIWHU D FDWDVWURSKH/
XVLQJ DV SDUDPHWHUV ZKDWHYHU UHDGLO\ PHDVXUDEOH PRGHO LQSXWV FRXOG EH UHOLDEO\ FROOHFWHG
+H1J1/ ZLQG VSHHG DW VHYHUDO SUHGHVLJQDWHG ORFDWLRQV/ WHPSHUDWXUH/ DQJOH RI LQFLGHQFH RI D
WURSLFDO VWRUP ZLWK WKH FRDVWOLQH/ HWF1,1 7KH\ ZRXOG WKHQ EDVH WKH DPRXQW RI IXQGV
WUDQVIHUUHG DIWHU D GLVDVWHU RQ WKH PRGHO¶V VLPXODWHG DPRXQW RI GDPDJH – D SUHGLFWDEOH
DQG YHULILDEOH ILJXUH1 ) R UV X F KD QD U U D Q J H P H Q WW RZ R U N /LW LV FULWLFDO WKDW ERWK EX\HU DQG
VHOOHU RI FRYHUDJH FRXOG YHULI\ WKDW WKH LQSXWV ZKLFK JHQHUDWHG WKHVH ILJXUHV UHIOHFWHG WKH
FKDUDFWHULVWLFV RI WKH DFWXDO FDWDVWURSKH1
48 %X\HU DQG VHOOHU FRXOG WKHQ XVH WKH PRGHO +RU/
LQ WKH FDVH RI SURSULHWDU\ PRGHOV RZQHG E\ D WKLUG SDUW\/ FRXOG FRPPLVVLRQ D VLPXODWLRQ




(YHQ XVLQJ D FXVWRPL]HG LQGH[/ DQ LQVXUDQFH FRPSDQ\ HPSOR\LQJ WKLV WHFKQLTXH
ZLOO EH OHIW ZLWK ‡LQWHUWHPSRUDO EDVLV ULVN1· 7KLV UHIHUV WR WKH ULVN DVVRFLDWHG ZLWK
FKDQJHV LQ WKH ERRN RI EXVLQHVV IURP WKH WLPH ZKHQ WKH PRGHO ZDV XVHG WR SULFH WKH
SROLF\1 1RWH WKDW FODLPV ZLOO EH SDLG EDVHG RQ WKH LQLWLDO ERRN RI EXVLQHVV1 3UHVXPDEO\/
48 $OVR LPSRUWDQW LV WKDW WKH PRGHO¶V SUHGLFWLRQ DIWHU WKH FDWDVWURSKH ZRXOG KDYH EHHQ WKH VDPH UHJDUGOHVV
RI ZKHWKHU WKH VSHFLILF LQSXWV UHSUHVHQWHG D K\SRWKHWLFDO FDWDVWURSKH +IURP D PRGHO UXQ EHIRUH VLJQLQJ WKH
FRQWUDFW, RU DQ DFWXDO UHFHQW FDWDVWURSKH +WKH RXWSXW RI WKH PRGHO DIWHU VLJQLQJ WKH FRQWUDFW1,
49 ,I WKH PRGHO HPSOR\HG 0RQWH &DUOR VLPXODWLRQ/ WZR UXQV RI WKH PRGHO/ HYHQ ZLWK WKH H[DFW VDPH
PHDVXUDEO\ LQSXWV/ ZRXOG QRW SURGXFH H[DFWO\ WKH VDPH UHVXOWV1 $ SUHGHWHUPLQHGO\ ODUJH VDPSOH VL]H
ZRXOG UHGXFH WKH ZLGWK RI WKH FRQILGHQFH LQWHUYDO DURXQG WKH PHDQ HVWLPDWH WR DQ DUELWUDULO\ VPDOO VL]H1
&RPSXWDWLRQDO UHTXLUHPHQWV ZRXOG EH OHVVHQHG EHFDXVH VXFK D ODUJH VDPSOH VL]H ZRXOG QRW QHHG WR EH
FRPSXWHG H[ DQWH IRU DQ\ SRVVLEOH VFHQDULR/ EXW RQO\ H[ SRVW XVLQJ RQH VSHFLILF VHW RI SDUDPHWHUV PHDVXUHG
DIWHU D GLVDVWHU14<
KRZHYHU/ WKH LQVXUDQFH FRPSDQ\ FDQ DOZD\V DOHUW WKH UHLQVXUHU WR FKDQJHV LQ FRPSRVLWLRQ
RI LWV ERRN RI EXVLQHVV DQG KDYH LWV SROLF\ DGMXVWHG DW DQ\ WLPH EHIRUH D FDWDVWURSKH1
&HUWDLQO\/ WKHUH PD\ EH VRPH WUDQVDFWLRQV FRVWV IRU XSGDWLQJ WKH UHLQVXUDQFH
SROLF\1 7KHUH PD\ DOVR EH D SUREOHP RI DGYHUVH VHOHFWLRQ/ LQ ZKLFK LQVXUHUV VHOHFWLYHO\
XSGDWH WKHLU ‡ERRN RI EXVLQHVV RI UHFRUG· ZLWK WKH UHLQVXUHU RQO\ ZKHQ VXFK FKDQJHV DUH
IDYRUDEOH WR WKHP/ DQG QHJOHFW WR XSGDWH WKH PRGHO RWKHUZLVH1 ,I WKH LQVXUHU*VJ R D OL VW U X O \
WR UHGXFH LWV EDVLV ULVN/ UDWKHU WKDQ VSHFXODWH RQ ZKHWKHU WKH PRGHO LV SULFLQJ SDUWLFXODU
ULVNV FRUUHFWO\/ WKLV DGYHUVH VHOHFWLRQ HIIHFW VKRXOG EH PLQRU1 ,Q DGGLWLRQ/ JLYLQJ WKH
LQVXUHU DQ\ LQFHQWLYH WR XSGDWH WKHLU FRQWUDFW ZLWK WKH UHLQVXUHU/ QR PDWWHU KRZ
VHOHFWLYHO\/ FDQ RQO\ LPSURYH RQ WKH FXUUHQW VLWXDWLRQ/ ZKHUH WKH LQVXUHU KDV QR LQFHQWLYH
WR XSGDWH WKH FRQWUDFW DW DOO1
0RGHO %DVLV 5LVN
8VLQJ D FXVWRPL]HG LQGH[ DQ\ V\VWHPDWLF GHYLDWLRQ RI WKH DFWXDO FDWDVWURSKH IURP
WKH PRGHO¶V SUHGLFWLRQ ZRXOG QRW EH LQVXUHG – DQ H[DPSOH RI ‡PRGHO EDVLV ULVN1·, W
VKRXOG EH QRWHG WKDW WKLV ULVN LV QRW FXUUHQWO\ LQVXUHG WKURXJK WUDGLWLRQDO RU FXVWRP
UHLQVXUDQFH/ QRU WKURXJK FDWDVWURSKH ERQGV1 %RWK EX\HUV DQG VHOOHUV XVH DFNQRZOHGJHGO\
LPSHUIHFW PRGHOV RQ ZKLFK WR EDVH WKHLU FRQWUDFWV ZLWK RQH DQRWKHU/ DQG DUH WKXV H[SRVHG
WR HUURUV LQ WKHVH PRGHOV1 7KXV/ DQ\ WUHDWPHQW RI WKLV PRGHO EDVLV ULVN/ QR PDWWHU KRZ
PLQRU/ ZLOO LPSURYH RQ WKH VWDWXV TXR ZKHUH WKH SULPDU\ LQVXUHU EHDUV DOO RI WKLV ULVN1
7KH LPSDFW RI WKLV PRGHO EDVLV ULVN FDQ EH DOOHYLDWHG WKURXJK GLYHUVLILFDWLRQ1
0XFK DV DQ LQYHVWPHQW SRUWIROLR FDQ UHGXFH WKH YDULDQFH RI LWV UHWXUQ E\ GLYHUVLI\LQJ
DPRQJ GLIIHUHQW DVVHWV/ VR DQ LQVXUHU FDQ FUHDWH D SRUWIROLR RI LQGLYLGXDO FDW ERQG +RU
FXVWRPL]HG UHLQVXUDQFH, LQYHVWPHQWV WR GLYHUVLI\ EDVLV ULVN1 $ FXVWRP ERQG RU
U H L Q V X U D Q F HD U U D Q J H P H Q WF R X O GD O V RE HG H V L J Q H GW RJ H Q H U D W HS D \ R X W VF R Q G L W L R Q H GR QD
ZHLJKWHG FRPELQDWLRQ RI GLIIHUHQW FRPSDQLHV¶ PRGHOV1 7KLV %PHWD0PRGHO% ZRXOG UHGXFH
WKH LPSDFW RQ WKH LQVXUHU RI WKH GHYLDWLRQ RI DFWXDO FODLPV IURP D SDUWLFXODU PRGHO*V
SUHGLFWHG FODLPV1
4: 6XFK FURVV0PRGHO GLYHUVLILFDWLRQ UHGXFHV EDVLV ULVN DQG FRPHV DW QR
4: 6XFK DQ LQVWUXPHQW ZRXOG EH WKH FDW0ULVN HTXLYDOHQW RI DQ %DVVHW DOORFDWLRQ% IXQG/ D PXWXDO IXQG
GHVLJQHG WR SURYLGH DXWRPDWLF GLYHUVLILFDWLRQ DFURVV GLIIHUHQW DVVHW FODVVHV1 )RU H[DPSOH/ DVVXPH WKDW
0RGHO $%& DQG 0RGHO ;<= KDYH VLPLODU +DQG XQFRUUHODWHG, OHYHOV RI EDVLV ULVN1 &RQVLGHU DQ LQVXUHU53
DGGLWLRQDO FRVW RI PRUDO KD]DUG/ DV WKH PDUJLQDO LQFHQWLYHV IRU WKH LQVXUHU +WR XQGHUZULWH
DFFXUDWHO\/ LQYHVW IXOO\ LQ MXGJLQJ FODLPV/ D Q GV RR Q ,UHPDLQ XQFKDQJHG1
&XVWRPL]HG UHLQVXUDQFH PD\ DOVR EH XVHG WR GHDO ZLWK PRGHO EDVLV ULVN1 %\
GHILQLWLRQ/ GHWHUPLQLQJ WKH H[DFW GHYLDWLRQV EHWZHHQ PRGHO DQG DFWXDO FODLPV ZLOO EH
LPSRVVLEOH XQWLO DIWHU WKH FDWDVWURSKH KDV RFFXUUHG1 $ FXVWRP %PRGHO JDS% UHLQVXUDQFH
SROLF\/ ZKLFK ZRXOG UHLPEXUVH WKH LQVXUHU IRU DQ\ VKRUWIDOO EHWZHHQ ZKDW WKH FDW ERQG
SD\V DQG DFWXDO FODLPV/ FRXOG FRPELQH ZLWK WKH FDW ERQG WR HIIHFWLYHO\ SURYLGH V\QWKHWLF
433( H[FHVV0RI0ORVV UHLQVXUDQFH1 7KH UHLQVXUHU ZLOO KDYH YHU\ OLWWOH LQIRUPDWLRQ DERXW
KRZ WR SULFH VXFK FRYHUDJH +DOO RI WKH PRGHO*V LQIRUPDWLRQ KDYLQJ EHHQ FDSWXUHG LQ WKH
GHVLJQ RI WKH FDW ERQG/ EHIRUH WKH UHLQVXUHU LV DVNHG WR DEVRUE WKH UHVLGXDO ULVN QRW
H[SODLQHG E\ WKH PRGHO,1 ’XH WR WKH XQFHUWDLQW\ DERXW WKH SUREDELOLWLHV RI ORVV DQG WKH
GLVWULEXWLRQ RI ORVV VHYHULW\/ D FXVWRP UHLQVXUHU ZLOO WKXV QHHG WR FKDUJH D YHU\ KLJK
‡DPELJXLW\ SUHPLXP· IRU VXFK D SROLF\/ HVSHFLDOO\ LQ WKH HDUO\ VWDJHV RI PDUNHW
GHYHORSPHQW EHIRUH WKH H[WHQW RI PRGHO EDVLV ULVN LV IXOO\ NQRZQ1
4;
+RZ ODUJH ZLOO WKLV ULVN FRYHUHG E\ WKH %PRGHO JDS% UHLQVXUDQFH SROLF\ EH" 7KLV
SROLF\ ZLOO EH UHVSRQVLEOH IRU SD\LQJ IRU LQVXUHU*V FODLPV ZKLFK DUH QRW UHLPEXUVHG E\ WKH
FXVWRP FDW ERQG1 $VVXPLQJ WKDW +D, WKH RYHUDOO FRUUHODWLRQ RI WKH PRGHO ZLWK WKH DFWXDO
FODLPV ZLOO EH TXLWH KLJK/ DQG +E, WKDW WKLV FXVWRP SROLF\ QHHG SD\ RQO\ ZKHQ WKH PRGHO
XQGHUSD\V DF O D L P+ ZKLFK SUHVXPDEO\ KDSSHQV DSSUR[LPDWHO\ 83( RI WKH WLPH,/ WKH SXUH
ULVN0EHDULQJ SRUWLRQ RI WKLV FXVWRPL]HG UHLQVXUDQFH SROLF\ ZLOO EH ORZ 00 S H U K D S VD VO R Z
FRQFHUQHG ZLWK EDVLV ULVN UHSODFLQJ ’4 ELOOLRQ RI 3(0FRLQVXUHG FRYHUDJH EDVHG RQ 0RGHO $%&*V SUHGLFWHG
ORVVHV ZLWK HLWKHU
+4, ’4 ELOOLRQ RI 83(0FRLQVXUHG FRYHUDJH EDVHG RQ 0RGHO $%&*V SUHGLFWHG ORVVHV DQG ’4 ELOOLRQ
RI 83(0FRLQVXUHG FRYHUDJH EDVHG RQ 0RGHO ;<=*V SUHGLFWHG ORVVHV/ RU
+5, ’4 ELOOLRQ RI 3(0FRLQVXUHG FRYHUDJH EDVHG RQ D 83(083( ZHLJKWHG DYHUDJH RI PRGHOV $%&
DQG ;<=*V UHVSHFWLYH SUHGLFWHG ORVVHV1
2SWLRQ +4, UHSUHVHQWV FRQVWUXFWLQJ D GLYHUVLILHG SRUWIROLR RI LQGLYLGXDO FDW ERQGV> 2SWLRQ +5, UHSUHVHQWV D
FXVWRPL]HG LQVWUXPHQW HPEHGGLQJ D PHWD0PRGHO1 (LWKHU FRPELQDWLRQ \LHOGV WKH VDPH H[SHFWHG DPRXQW RI
FRYHUDJH/ DQG WKH LQVXUHU ZLOO KDYH GLYHUVLILHG WKH EDVLV ULVN RI 0RGHO $%& LQ HLWKHU FDVH1
7KH SD\RXWV IURP WKH ODWWHU FRPELQDWLRQ ZLOO KDYH ORZHU YDULDQFH/ KRZHYHU/ DQG WKXV LQYHVWRUV LQ WKLV
FRPELQDWLRQ ZLOO UHTXLUH OHVV RI D SUHPLXP WKDQ RQ WKH %SXUH% $%& RU ;<= LQVWUXPHQWV 00 OHDGLQJ WR D
ORZHU FRVW WR WKH LQVXUHU1 ,QGHHG/ LW LV SRVVLEOH IRU WKH WRWDO EDVLV ULVN RI WKH SRUWIROLR WR GHFOLQH HYHQ LI
0RGHO ;<= KDV KLJKHU EDVLV ULVN WKDQ 0RGHO $%&1 ,I WKH WZR PRGHOV* SUHGLFWLRQV DUH YHU\ KLJKO\
SRVLWLYHO\ FRUUHODWHG/ KRZHYHU/ WKH JDLQV IURP WKLV GLYHUVLILFDWLRQ VWUDWHJ\ ZLOO EH PRGHVW1
4; *LYHQ WKH GLIILFXOW\ RI D UHLQVXUHU*V DFFXUDWHO\ PRGHOLQJ WKLV ULVN/ RQH ZRXOG H[SHFW WKDW VXFK D SROLF\
ZRXOG EH SULFHG DFFRUGLQJ WR WKH SULPDU\ LQVXUHU*V ZLOOLQJQHVV WR SD\/ UDWKHU WKDQ GLUHFWO\ EDVHG RQ D
UHLQVXUHU*V H[SHFWHG FRVWV RI SURYLGLQJ VXFK FRYHUDJH154
DV 4( RU OHVV RI WKH WRWDO FRYHUHG DPRXQW1 3UHVXPDEO\/ JLYHQ WKDW WKLV FXVWRP
UHLQVXUDQFH SROLF\ ZRXOG QRW EHDU D SDUWLFXODUO\ ODUJH DPRXQW RI WKH GLVDVWHU ULVN/ WKH
FRUUHODWLRQ EHWZHHQ FODLPV RQ WKH %PRGHO JDS% UHLQVXUDQFH SROLF\ DQG FODLPV RQ WKH FDW
ERQG VKRXOG EH ORZ1
7KLV FXVWRP UHLQVXUDQFH SROLF\ ZLOO DOVR/ KRZHYHU/ FRQFHQWUDWH DOO WKH PRUDO
KD]DUG SUREOHPV IURP DOO OD\HUV RI LQVXUDQFH FRYHUDJH LQ LWV RZQ YHU\ VPDOO FRYHUDJH
OD\HU1
4< ,QDVPXFK DV WKH SXUSRVH RI D IXOO\ LQGH[HG FDWDVWURSKLF LQVWUXPHQW EDVHG RQ
SUHGLFWHG FODLPV LV WR HOLPLQDWH DOO EDVLV ULVN H[FHSW IRU WKH PRGHO EDVLV ULVN/ ZLWKRXW
LQWURGXFLQJ FRVWV RI PRUDO KD]DUG 00 DV FORVH WR D ILUVW0EHVW VROXWLRQ DV LV WHFKQRORJLFDOO\
IHDVLEOH 00 VXFK DQ LQVWUXPHQW VKRXOG QRW EH FRPELQHG ZLWK FXVWRP UHLQVXUDQFH XQOHVV
433( LQGHPQLILFDWLRQ LV DEVROXWHO\ QHFHVVDU\1 5HLQWURGXFLQJ D FXVWRPL]HG UHLQVXUDQFH
SROLF\ WR FRPSOHWHO\ HOLPLQDWH WKH PRGHO EDVLV ULVN EULQJV EDFN DOO RI WKH WUDGLWLRQDO
PRUDO KD]DUG FRVWV> WKH UHLQVXUHU*V UHTXLUHPHQW RI EHLQJ SDLG IRU WDNLQJ RQ WKHVH FRVWV RI
PRUDO KD]DUG ZLOO JUHDWO\ UHGXFH WKH FRVW EHQHILW WR WKH LQVXUHU1
53
,91 &RQFOXVLRQV DQG 6XJJHVWLRQV IRU )XWXUH 5HVHDUFK
7KH SULQFLSDO SXUSRVH RI WKLV SDSHU KDV EHHQ WR XQGHUVWDQG PRUH IXOO\ WKH
WUDGHRIIV EHWZHHQ GLIIHUHQW ZD\V RI ILQDQFLQJ FDWDVWURSKLF ULVN XVLQJ WKH SULYDWH VHFWRU1
7KHUH DUH VHYHUDO DUHDV RQ ZKLFK PRUH UHVHDUFK LV QHHGHG WR PRUH UHDOLVWLFDOO\
FKDUDFWHUL]H WKH SUREOHPV IDFLQJ GLIIHUHQW VWDNHKROGHUV FRQFHUQHG ZLWK FDWDVWURSKLF ULVNV1
4< 7KHVH FRVWV PD\ WXUQ RXW WR EH SURKLELWLYH XQOHVV EXQGOHG ZLWK D VXIILFLHQWO\ ODUJH DPRXQW RI SXUH
LQVXUDQFH/ SULFHG DW DERYH H[SHFWHG ORVVHV1 7KH FRPELQDWLRQ LPSOLHG E\ VXFK D FXVWRPL]HG UHLQVXUDQFH
SROLF\ RI D VPDOO DPRXQW RI SXUH LQVXUDQFH/ DORQJ ZLWK D ODUJH DPRXQW RI FRQFHQWUDWHG PRUDO KD]DUG FRVWV/
PD\ PDNH LW LPSRVVLEOH IRU WKH LQVXUDQFH PDUNHW WR RUJDQL]H VXFK D SROLF\1 &RPSDUH WKLV LQVXUDQFH PDUNHW
IDLOXUH WR WKH VLPLODU SUREOHP FDXVHG E\ DGYHUVH VHOHFWLRQ LQ GUHDG0G L V H D V HK H D O W KL Q V X U D Q F HP D U N H W V
+ 7KDWFKHU/ 4<<;,1
53 ,Q SDUWLFXODU/ WKH LQVXUHU ZLOO RQFH DJDLQ KDYH WKH LQFHQWLYH WR UHSRUW FODLPV LQ H[FHVV RI ZKDW WKH
FXVWRPL]HG0LQGH[ PRGHO SUHGLFWHG/ EHFDXVH WKH\ ZLOO QRZ UHFHLYH LQFUHPHQWDO UHLPEXUVHPHQW IURP WKHLU
FXVWRP UHLQVXUDQFH SROLF\ 00 ZKHUHDV EHIRUH WKHLU LQFUHPHQWDO UHLPEXUVHPHQW DV D UHVXOW RI WKHLU
RYHUVWDWHPHQW ZDV ]HUR1 7KH LQVXUHU ZLOO DOVR KDYH DQ LQFHQWLYH WR RYHU0ZULWH SROLFLHV LQ WKH FDWDVWURSKH0
SURQH DUHD/ EHFDXVH WKH FXVWRP UHLQVXUDQFH SROLF\ ZLOO FRYHU WKHLU ORVVHV HYHQ ZKHQ WKH PRGHO GLVFRXQWV
WKHP1 )LQDOO\/ WKH LQVXUHU ZLOO XQGHU0LQYHVW LQ DGMXVWLQJ DQG PRQLWRULQJ FODLPV/ EHFDXVH WKH FXVWRP
UHLQVXUDQFH SURJUDP IXOO\ LQGHPQLILHV WKHP DJDLQVW ORVVHV1 $ PRUH VHYHUH FROOHFWLRQ RI PRUDO KD]DUG ULVNV
EURXJKW RQ E\ D VPDOOHU UHGXFWLRQ LQ ULVN LV GLIILFXOW WR LPDJLQH155
1DWXUH RI WKH 5LVN
7KHUH LV LPSHUIHFW LQIRUPDWLRQ RQ WKH SUREDELOLW\ DQG ORVVHV DVVRFLDWHG ZLWK WKH
ULVNV IURP QDWXUDO KD]DUGV1 7KLV ZLOO SOD\ D UROH LQ LQIOXHQFLQJ WKH SUHPLXP UHTXLUHG E\
LQVXUHUV DQG UHLQVXUHUV DV ZHOO DV WKH UHWXUQ UHTXLUHG E\ LQYHVWRUV1 ,PSURYHPHQW LQ
VLPXODWLRQ PRGHOV RI FDWDVWURSKLF HYHQWV ZLOO QRW RQO\ UHGXFH EDVLV ULVN IRU LQVXUHUV/ EXW
DOVR UHGXFH UHLQVXUHU DPELJXLW\ DERXW KRZ WR SULFH FXVWRPL]HG UHLQVXUDQFH SROLFLHV1
6RPH RSHQ UHVHDUFK TXHVWLRQV UHODWLQJ WR WKH QDWXUH RI WKH ULVN DUH=
+4, &DQ PRUH DFFXUDWH PRGHOV VLJQLILFDQWO\ UHGXFH EDVLV ULVN"
+5, 7R ZKDW H[WHQW FDQ FXVWRPL]HG FRQWUDFWV IRU GLVDVWHUV DFKLHYH VXEVWDQWLDO
UHGXFWLRQV LQ EDVLV ULVN"
+6, :KDW LQIRUPDWLRQ GR LQVXUHUV/ UHLQVXUHUV/ DQG FDSLWDO PDUNHW SDUWLFLSDQWV QHHG
WR EHWWHU DVVHVV ULVNV/ DQG KRZ GR WKHVH VWDNHKROGHUV DQWLFLSDWH REWDLQLQJ WKLV
LQIRUPDWLRQ LQ WKH QHDU IXWXUH"
&DSDFLW\ &RQVWUDLQWV
7KHUH DUH RIWHQ FRQVWUDLQWV RQ KRZ PXFK UHLQVXUDQFH/ RQ DQ DEVROXWH GROODU EDVLV/
FDQ EH LVVXHG GXH WR FDSDFLW\ UHVWULFWLRQV WULJJHUHG E\ D FRQFHUQ ZLWK LQVROYHQF\ E\ WKH
UHLQVXUHU1 )ROORZLQJ PDMRU GLVDVWHUV WKHUH LV QRUPDOO\ D VKRUWDJH RI UHLQVXUDQFH VR WKDW
LQVXUHUV DUH VHHNLQJ RWKHU VRXUFHV RI IXQGV1 ,I FDW ERQGV DUH DWWUDFWLYH HQRXJK WR LQVXUHUV
UHODWLYH WR UHLQVXUDQFH/ RU LI UHLQVXUHUV FDQ HPSOR\ FDW ERQGV WKHPVHOYHV/ WKHQ WKLV
FDSDFLW\ SUREOHP PD\ EH HDVHG FRQVLGHUDEO\1 6RPH RSHQ TXHVWLRQV DUH=
+4, +RZ PXFK H[WUD HIIHFWLYH FDSDFLW\ GRHV WKH QDVFHQW XVH RI FDWDVWURSKH0OLQNHG
ERQGV E\ SULPDU\ LQVXUHUV JHQHUDWH IRU WKH UHLQVXUDQFH LQGXVWU\"
+5, +RZ VKRXOG UHLQVXUHUV XVH FDW ERQGV WR PRVW HIIHFWLYHO\ LQFUHDVH WKHLU RZQ
FDSDFLW\"
+6, :KDW/ LI DQ\/ DUH WKH OLPLWV RQ WKH FDSDFLW\ RI UHLQVXUHUV WR SURYLGH FXVWRPL]HG
UHLQVXUDQFH/ LQFOXGLQJ SROLFLHV WR FRYHU UHVLGXDO EDVLV ULVNV"56
’HWHUPLQDQWV RI ,QVXUHU $GRSWLRQ RI &XVWRPL]HG ,QVWUXPHQWV
)RSSHUW +4<<6, +TXRWHG LQ 0DMRU/ 4<<9, SRLQWV RXW WKDW EDVLV ULVN JHQHUDWHV
%VLJQLILFDQW SUDFWLFDO DQG SKLORVRSKLFDO EDUULHUV% WR LQVXUHUV* HPSOR\LQJ LQGH[ LQVWUXPHQWV
WR KHGJH FDWDVWURSKLF H[SRVXUH1 ,I LQVXUHUV DUH DEOH WR HOLPLQDWH PRVW RI WKH EDVLV ULVN YLD
D PRGHO0LQGH[HG FXVWRP SROLF\/ WKH\ PD\ EH ZLOOLQJ WR KROG WKH UHVLGXDO PRGHO EDVLV ULVN1
%\ WDNLQJ WKLV VWHS/ WKH\ ZLOO HIIHFWLYHO\ DYRLG SD\LQJ QRW RQO\ WKH ULVN0EHDULQJ FRVW RI
UHLVQXUDQFH/ EXW DOVR WKH H[WUD FKDUJH IRU PRUDO KD]DUG1
*LYHQ WKH PDJQLWXGH RI WKH PRUDO0KD]DUG FRPSRQHQW LGHQWLILHG LQ 6HFWLRQ ,,, RI
WKH SULFH RI FXVWRP UHLQVXUDQFH/ WKH ZLOOLQJQHVV E\ LQVXUHUV WR UHWDLQ WKH UHVLGXDO PRGHO
EDVLV ULVN LQGXFHG E\ FXVWRP LQVWUXPHQWV ZLOO EH D NH\ VWHS WRZDUGV WKHLW ZLGHVSUHDG
DGRSWLRQ1 :H K\SRWKHVL]H WKDW LQVXUHU DGRSWLRQ RI WKHVH DUUDQJHPHQWV ZLOO ULVH ZKHQ WKH
IROORZLQJ IRXU FRQGLWLRQV RFFXU=
+4, LQVXUHUV EHFRPH PRUH FRQILGHQW WKDW WKH SUHGLFWLRQV RI H[LVWLQJ PRGHOV KDYH
UHDVRQDEOH FRUUHODWLRQV ZLWK IXWXUH FDWDVWURSKLF FODLPV>
+5, WKH SULFH RI FXVWRP0LQGH[HG FDW0ERQGV RU VWDWH0FRQWLQJHQW UHLQVXUDQFH FRYHUDJH
IDOOV/ UHODWLYH WR WKH SULFH RI WUDGLWLRQDO H[FHVV0RI0ORVV UHLQVXUDQFH>
+6, WKH PDJQLWXGH RI WKH UHVLGXDO PRGHO EDVLV ULVN/ DV D SHUFHQWDJH RI WKH LQVXUHU*V
WRWDO FDSLWDO/ IDOOV>
+7, WKH WHQGHQF\ LQFUHDVHV IRU LQVXUDQFH FRPSDQLHV WR WKLQN DERXW WKHLU ORQJ0WHUP
H[SHFWHG UHWXUQ/ UDWKHU WKDQ IRFXVLQJ RQ D VLQJOH FDWDVWURSKLF HYHQW1
5ROH RI *RYHUQPHQW
7KH JRYHUQPHQW/ LQ LWV FRPELQHG UROH DV %UHLQVXUHU RI ODVW UHVRUW% DQG SRVVHVVRU RI
WKH SRZHU WR LPSRVH WD[HV RQ SURSHUW\ RZQHUV/ PD\ EH DEOH WR VXSSOHPHQW D FDW
ERQG2UHLQVXUHU FRPELQDWLRQ DV VXJJHVWHG LQ WKH ODVW VHFWLRQ WR GHOLYHU DQ HYHQ EHWWHU
KHGJH1 7KH RSWLPDO WLPLQJ RI VXFK D WD[/ LWV WHUPV/ DQG WKH PHWKRG RI GLVWULEXWLQJ WKH
SURFHHGV QHHGV IXUWKHU LQYHVWLJDWLRQ157
5HIHUHQFHV
%DQWZDO/ 9LYHN DQG .XQUHXWKHU/ +RZDUG +4<<<, ‡$ &DW %RQG 3UHPLXP 3X]]OH"·
:RUNLQJ 3DSHU <<038043/ :KDUWRQ 5LVN 0DQDJHPHQW DQG ’HFLVLRQ 3URFHVVHV &HQWHU>
8QLYHUVLW\ RI 3HQQV\OYDQLD/ 3KLODGHOSKLD / 3$1
%RKQ/ -DPHV *1 DQG %ULDQ -1 +DOO +4<<9,1 %7KH 0RUDO +D]DUG RI ,QVXULQJ WKH ,QVXUHUV1%
3DSHU SUHVHQWHG DW 1DWLRQDO %XUHDX RI (FRQRPLF 5HVHDUFK &RQIHUHQFH RQ %7KH )LQDQFLQJ
RI 3URSHUW\2&DVXDOW\ 5LVNV1% 1RYHPEHU 54056/ 4<<91
&RPPHU]EDQN/ ‡<5. – $ 7KUHDW WR /LTXLGLW\"· &RPPHU]EDQN 9LHZSRLQW= (FRQRPLF ’DWD
DQG )RUHFDVW1 KWWS=22ZZZ1FRPPHU]EDQN1FRP2GDWHQ2YLHZSRLQ2YS37B<<1KWP1 $SULO 4<<<1
&URVRQ/ ’1/ $1 5LFKWHU/ DQG 31 .OHLQGRUIHU1% 6RYHUHLJQ &DW %RQGV DQG ,QIUDVWUXFWXUH 3URMHFW
)LQDQFLQJ1% :RUNLQJ 3DSHU <<038058/ :KDUWRQ 5LVN 0DQDJHPHQW DQG ’HFLVLRQ 3URFHVVHV
&HQWHU1 8QLYHUVLW\ RI 3HQQV\OYDQLD> 3KLODGHOSKLD/ 3$1
’RKHUW\/ 1HLO +4<<:, %)LQDQFLDO LQQRYDWLRQ IRU ILQDQFLQJ DQG KHGJLQJ FDWDVWURSKH ULVN1%
3DSHU SUHVHQWHG DW WKH )LIWK $OH[DQGHU +RZGHQ +$XVWUDOLD, &RQIHUHQFH RQ ’LVDVWHU
,QVXUDQFH/ *ROG &RDVW/ $XJXVW 4<<:1
)RSSHUW/ ’1 +4<<6, %8QFHUWDLQ )XWXUHV1% %HVW*V 5HYLHZ/ 3URSHUW\2&DVXDOW\ ,QVXUDQFH
(GLWLRQ <6=44/ S15 3 1 4XRWHG LQ 0DMRU/ -RKQ $1% ,QGH[ +HGJH 3HUIRUPDQFH= ,QVXUHU
0DUNHW 3HQHWUDWLRQ DQG %DVLV 5LVN1% 3DSHU SUHVHQWHG DW WKH 1%(5 &RQIHUHQFH RQ %7KH
)LQDQFLQJ RI 3URSHUW\2&DVXDOW\ 5LVNV1% 1RYHPEHU 54056/ 4<<91
)URRW/ .1 DQG 01 6HDVKROHV +4<<:,1 %86$$= &DWDVWURSKLF 5LVN )LQDQFLQJ1% &DVH <05<;0
33:> +DUYDUG *UDGXDWH 6FKRRO RI %XVLQHVV $GPLQLVWUDWLRQ> %RVWRQ/ 0$1
,QVXUDQFH 6HUYLFHV 2IILFH +4<<<,1 )LQDQFLQJ &DWDVWURSKH 5LVN= &DSLWDO 0DUNHW 6ROXWLRQV
+1HZ <RUN/ 11<1= ,QVXUDQFH 6HUYLFHV 2IILFH,
.OHLQGRUIHU/ 3DXO DQG .XQUHXWKHU/ +RZDUG +4<<<, ‡&KDOOHQJHV )DFLQJ WKH ,QVXUDQFH
,QGXVWU\ LQ 0DQDJLQJ &DWDVWURSKLF 5LVNV· LQ .HQQHWK )URRW +HG1, 7KH )LQDQFLQJ RI
3URSHUW\2&DVXDOW\ 5LVNV +&KLFDJR= 8QLYHUVLW\ RI &KLFDJR 3UHVV,1
.XQUHXWKHU/ +RZDUG DQG 5RWK/ 5LFKDUG/ 6U1 HG1 +4<<;, 3D\LQJ WKH 3ULFH= 7KH 6WDWXV DQG
5ROH RI ,QVXUDQFH $JDLQVW 1DWXUDO ’LVDVWHUV LQ WKH 8QLWHG 6WDWHV1 :DVKLQJWRQ/ ’1&= -RVHSK
+HQU\ 3UHVV1
0DMRU/ -RKQ $1% ,QGH[ +HGJH 3HUIRUPDQFH= ,QVXUHU 0DUNHW 3HQHWUDWLRQ DQG %DVLV 5LVN1%
3DSHU SUHVHQWHG DW 1DWLRQDO %XUHDX RI (FRQRPLF 5HVHDUFK &RQIHUHQFH RQ %7KH )LQDQFLQJ
RI 3URSHUW\2&DVXDOW\ 5LVNV1% 1RYHPEHU 54056/ 4<<91
3DXO\/ 0DUN +4<:7, ‡2YHULQVXUDQFH DQG 3XEOLF 3URYLVLRQ RI ,QVXUDQFH= 7 K H5 R O HR I0 R U D O
+D]DUG DQG $GYHUVH 6HOHFWLRQ· 4XDUWHUO\ -RXUQDO RI (FRQRPLFV ;;= 770951
7KDWFKHU/ 0DWW (1 +4<<;,1 %&KDQJLQJ WKH %DODQFH RI ,QIRUPDWLRQ (QGRZPHQW LQ WKH
+HDOWK ,QVXUDQFH ,QGXVWU\= 7KH (IIHFWV RI 7HFKQRORJ\ RQ &RQVXPHU :HOIDUH/
&RPSHWLWLYH 6WUDWHJ\/ 5HJXODWRU\ 3ROLF\/ DQG ,QGXVWU\ 6WUXFWXUH1% 8QSXEOLVKHG 3K1’1
’LVVHUWDWLRQ> ’HSDUWPHQW RI 2SHUDWLRQV DQG ,QIRUPDWLRQ 0DQDJHPHQW/ 7KH :KDUWRQ
6FKRRO RI WKH 8QLYHUVLW\ RI 3HQQV\OYDQLD1